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33-5891 The Commission has decided not to 
amend its previously adopted lease 
accounting and disclosure rules 


RULES 


The following rules relate to self-regulatory 
organization rule proposals and/or adoption~ 





JANUARY 10, 1978 


34-14307 34-14312 34-14316 34-14321 
34-14308 34-14314 34-14318 34-14323 
34-14309 34-14315 34-14319 34-14324 


33-5982 FURTHER SOLICITATION OF PUB- 
LIC COMMENTS ON ACCOUNTING 
PRACTICES — OIL AND GAS PRO- 
DUCERS [File No. S7-715—Comment 
Period Expires 2/24/78] 


ADOPTION OF DISCLOSURE REGU- 
LATION AND AMENDMENTS OF 
DISCLOSURE FORMS AND REPORTS 
REGARDING INDUSTRY SEGMENT 
REPORTING 


AMENDMENTS TO RULES RECENT- 
LY ADOPTED REGARDING DIS- 
CLOSURES BY COMMERCIAL AND 
INDUSTRIAL COMPANIES OF IN- 
VESTMENTS IN MARKETABLE SE- 
SURITIES AND OTHER SECURITY 
INVESTMENTS TO CLARIFY OR 
MODIFY THE REQUIREMENTS OF 
CERTAIN INSTRUCTIONS TO THE 
SCHEDULE IN WHICH THE SECURI- 
TIES ARE REQUIRED TO BE LISTED . 











SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5891/Dec. 22, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14304/Dec. 22, 1977 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 20332/Dec. 22, 1977 


ACCOUNTING SERIES 
Release No. 235/Dec. 22, 1977 


Lease Accounting and Disclosure Rules 
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AGENCY: Securities and Exchange Commission. 
ACTION: Retention of rule. 


SUMMARY: The Commission had stated it would 
reconsider the effect of its adopted rules on companies 
which might be in violation of loan covenants as a result 
of capitalizing leases entered into prior to January 1, 
1977. They would be required to disclose such potential 
violations as the reason for not capitalizing such leases. 
Comments were requested and only a few were 
received. The Commission has decided not to amend its 
previously adopted lease accounting and disclosure 
rules. 


EFFECTIVE DATE: Not applicable. 


FOR FURTHER INFORMATION CONTACT: Gary A. 
Zell, Office of the Chief Accountant, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549, (202-376-8019). 


SUPPLEMENTARY INFORMATION: The Commission 
issued Accounting Series Release No. 225 [42 FR 
44807] on August 31, 1977 announcing amendments to 
its lease accounting and disclosure rules [17 CFR 
210.3-16(q)] to (1) conform its lease accounting and 
disclosure requirements to those standards recently 
adopted by the Financial Accounting Standards Board 
(FASB) in its Statement No. 13 (SFAS No. 13), 
‘*Accounting for Leases’’; (2) require early application 
for public companies of the FASB restatement 
requirements for financial statements for fiscal years 
ending after December 24, 1978; and (3) require certain 
lease disclosures of rate-regulated enterprises. 


In that release the Commission stated: 


The Commission has concluded that it will 
require financial statements filed with the 
Commission for fiscal years ending after 
December 24, 1978, to reflect early 
application of the accounting requirements 
of SFAS No. 13 unless a violation or 
probable future violation of a restrictive 
clause in an existing loan indenture or other 
agreement would result. In that event a 
description of the potential violation should 
be made in the footnotes to the financial 
statements. 


Although the Commission has adopted this 
rule, it is concerned that some com- 
mentators have asserted that its application 
would be unfair to companies which might 
be in violation of loan covenants if they 
adopted SFAS No. 13 early or if they were 
required to disclose they were not adopting 
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it because of that problem. Because of this 
concern the Commission will reconsider this 
action before December 31, 1977. 


The Commission would like to receive 
additional input by October 31 concerning 
those assertions. We are particularly 
interested in a more detailed description of 
the hardships expected to be caused by the 
disclosure of the existence of a ‘‘problem”’ 
as the reason for not restating. 


Three additional letters of comment were received. 
These letters did not provide any additional information 
to that considered by the Commission when it adopted 
the rule. 


The Commission believes that creditors will be aware of 
potential covenant violations from the footnote 
disclosures required by SFAS No. 13 and that the 
Commission’s rule requiring disclosure of a 
‘‘problem,’’ when that is the reason for not restating, 
will not significantly affect the negotiations between 
companies and their creditors to amend their 
agreements. The Commission believes that a violation 
or probable future violation of a restrictive covenant of 
a loan indenture or other agreement that would result if 
the provisions of SFAS No. 13 were applied early 
should be disclosed to investors and that the benefits of 
such disclosure to investors exceed any burden on 
competition. 


COMMISSION ACTION: After considering comments 
on the matter, the Commission has decided not to 
amend the rule requiring restatement of financial 
statements [Paragraph No. 1 of Commission Action in 
17 CFR 211.225, 42 FR 44809] adopted in Accounting 
Series Release No. 225 on August 28, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


December 22, 1977 





SECURITIES ACT OF 1933 
Release No. 5892/Dec. 22, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14305/Dec. 22, 1977 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 20337/Dec. 22, 1977 





ACCOUNTING PRACTICES—OIL AND GAS PRO- 
DUCERS 


Solicitation of Comments 
AGENCY: Securities and Exchange Commission. 


ACTION: Request for comments from 
persons. 


interested 


SUMMARY: The Energy Policy and Conservation Act 
of 1975, Public Law 94-163 (the ‘‘EPCA’’), requires the 
Commission, for purposes of developing a reliable 
energy data base, to assure the development of 
accounting practices to be followed by persons, 
including those not subject to the filing requirements of 
the Federal securities laws, engaged in the production 
of crude oil or natural gas in the United States. The 
EPCA authorizes the Commission to prescribe rules 
with respect to such accounting practices or, 
alternatively, under certain circumstances, to recognize 
or otherwise rely on accounting practices developed by 
the Financial Accounting Standards Board (the 
‘‘FASB’’). The Commission has previously proposed 
for public comment rules relating to financial 
accounting measurement standards (Release No. 
33-5861) and related disclosure standards (Release No. 
33-5877). Both of these rulemaking proposals embodied 
the financial accounting and reporting standards 


published in July, 1977, by the FASB in an Exposure 


Draft of a proposed Statement on ‘‘Financial 
Accounting and Reporting by Oil and Gas Producing 
Companies.’’ As anticipated in the Commission’s 
rulemaking proposals, the FASB has recently finalized 
its standards which were published in Statement of 
Financial Accounting Standards No. 19. As a result, the 
Commission is soliciting further public comment on 
whether the Commission should rely on the 
determinations of the FASB in its Statement No. 19 as 
authorized by the EPCA and, furthermore, on whether 
the standards in FASB Statement No. 19, or some 
alternative accounting standards, would be appropriate 
for the preparation of financial statements to be 
included in filings pursuant to the Federal securities 
laws and in reports filed with the Department of Energy 
(the ‘‘DOE’’) pursuant to the EPCA. Information 
relating to public hearings on this matter, to be 
announced in the near future, is also provided. 


DATE: Comments on or before February 24, 1978. 


ADDRESS: Comments should refer to File S7-715 and 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All comments will be available for public 
inspection. Comments previously filed in these rule- 
making proceedings and with the FASB in its 
proceedings leading to the issuance of Statement No. 


19 are available for public inspection and commentators 
may incorporate their previous comments by reference 
in submissions in response to this release. 


FOR FURTHER INFORMATION CONTACT: Richard 
C. Adkerson, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202-755-1671). 


SUPPLEMENTAL INFORMATION: In Release No. 
33-5877 [42 FR 57661], the Commission described its 
longstanding concern about the diversity in the 
accounting and financial reporting practices followed 
by companies engaged in the oil and gas producing 
industry, and traced the history of a number of past 
undertakings by the Commission, the accounting 
profession, and the industry to address this issue. The 
lack of reliable financial and related operating data 
caused the Congress in 1975 to enact provisions in the 
EPCA which mandate the development of accounting 
practices to be followed by oil and gas producers for 
purposes of developing a reliable energy data base 
pertaining to the production of oil and gas. 


in October, 1975, the FASB added to its technical 
agenda a project entitled ‘‘Financial Accounting and 
Reporting in the Extractive Industries.’’ In accordance 
with its customary procedures, the FASB appointed a 
task force to advise it in preparing a Discussion 
Memorandum, a neutral document analyzing issues 
related to the project. The Discussion Memorandum, 
issued in December, 1976, provided the basis for the 
FASB’s solicitation of written commenis on the issues 
under consideration, and for related public hearings 
conducted on March 30 and 31 and Apri! 1 and 4, 1977. 
The FASB received 140 written submissions and heard 
39 oral presentations at the public hearings in response 
to the Discussion Memorandum. The Commission 
issued Release No. 33-5801 [42 FR 8237] in January, 
1977, calling attention to the publication of the FASB 
Discussion Memorandum and encouraging interested 
persons to comment on the issues presented and to 
participate in the FASB’s proceedings. The written 
submissions in response to the FASB Discussion 
Memorandum and a transcript of the FASB’s public 
hearings have been made part of File S7-715. 


In June, 1977, the Commission issued Release No. 
33-5837 [42 FR 33135] to solicit comments on matters 
relating to the reporting of financial and operating data 
on oil and gas operations pursuant to the EPCA and 
also relating to the disclosure of data of this nature in 
filings pursuant to the Federal securities laws. The 
public file for that release, File S7-708, has been made 
a part of File $7-715. 


On July 15, 1977, the FASB solicited public comment 
on an Exposure Draft of a proposed Statement on 
‘Financial Accounting and Reporting by Oil and Gas 
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Producing Companies.’’ In the Exposure Draft, the 
FASB proposed that oil and gas producing companies 
should follow a form of the successful efforts method of 
accounting and that, among other things, companies 
should disclose information on quantities of oil and gas 
reserves and certain related financial data in their 
financial statements. The 195 written submissions 
received by the FASB in response to its Exposure Draft 
have also been made part of File S7-715. 


In August, 1977, the Commission proposed rules for 
public comment, pursuant to the EPCA and to the 
Federal securities laws, in Release No. 33-5861 [42 FR 
44972]. These proposed rules dealt only with financial 
accounting measurement standards and did not 
consider issues relating to the disclosure of financial 
and operating data in or supplemental to financial 
statements. In that release, the Commission noted that 
the FASB was expected to complete deliberations on its 
Exposure Draft and issue a final statement prior to 
December 22, 1977. 


In Release No. 33-5861, the Commission encouraged 
interested persons to submit comments to the FASB in 
response to its Exposure Draft. In addition, the 
Commission solicited comments in response to its 
rulemaking proposals. 


In October, 1977, the Commission in Release No. 
33-5877 [42 FR 57661] proposed rules for public 
comment which supplemented the rules proposed in 
Release No. 33-5861 to provide for the disclosure in 
financial statements of certain operating and financial 
data relating to oil and gas producing activities. The 
rules proposed in Release No. 33-5877 were generally 
consistent with the disclosure standards proposed in 
the FASB’s Exposure Draft, but did provide for the 
reporting of certain data in addition to those proposed 
by the FASB. Copies of the submissions are available 
for public inspection in File S7-715. 


On December 5, 1977, the FASB issued Statement of 
Financial Accounting Standards No. 19, ‘‘Financial 
Accounting and Reporting by Oil and Gas Producing 
Companies.’’ Statement No. 19 affirms the FASB’s 
tentative conclusion announced in its July, 1977, 
Exposure Draft that oil and gas producing companies 
should follow a form of the successful efforts method of 
accounting for costs incurred in exploring for and 
developing oil and gas reserves. Although the FASB’s 
conclusions in Statement No. 19 generally reflect the 





'FASB Statement No. 19 is available for public 
inspection in File S7-715. Copies may also be obtained 
from: Publications Department, Financial Accounting 
Standards Board, High Ridge Park, Stamford, 
Connecticut 06905. 
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reasoning set forth in the Exposure Draft, certain 
modifications to the proposed statement were adopted. 
Statement No. 19 would become effective for financial 
statements for fiscal years beginning after December 
15, 1978; accordingly, no company is required to apply 
the standards reflected in Statement No. 19 until! 1979. 
The Commission expects to conclude its proceedings 
described in this release prior to that time. 


Purposes of the Commission’s Proceedings 


Pursuant to Section 503 of the EPCA, the Commission 
is required to afford interested persons an opportunity 
to submit written comment with respect to whether the 
Commission, in fulfilling its responsibilities under that 
Act, should exercise its discretion to recognize or 
otherwise rely on accounting practices developed by the 
FASB in lieu of prescribing such practices by rule. The 
Commission hereby solicits written comments on this 
issue. 


The accounting practices were to be developed no later 
than December 22, 1977, 24 months after enactment of 
the EPCA; however, pursuant to Section 503, the 
Commission is authorized to extend this 24-month 
period to allow for a meaningful comment period with 
respect to the determination of whether to rely on the 
FASB’s standards as described in the preceding 
paragraph. The Commission hereby extends the 
24-month period to provide sufficient time for such 
determination. In addition, the Commission, because of 
the importance of this matter and in response to a 
number of requests, has decided to hold public 
hearings. 


The objective of soliciting written comments and 
conducting public hearings is to determine whether the 
Commission should adopt, with any appropriate 
revisions, the rules proposed in Release Nos. 33-5861 
and 33-5877. Specifically, in light of the issuance of 
FASB Statement No. 19, these proceedings are 
expected to provide information to the Commission 
concerning the following questions: 


1. What are the most appropriate financial accounting 
and reporting standards for oil and gas producing 
activities for purposes of reporting to the DOE pursuant 
to the EPCA? 


2. What are the most appropriate such standards for 
purposes of the preparation of financial statements to 
be included in filings with the Commission under the 
Federal securities laws? 


Reporting to the Department of Energy 


One of the purposes of the EPCA, as stated in Section 2 
of the Act, is ‘‘. . . to provide a means for verification of 





energy data to assure the reliability of energy data.’’ 
The accounting practices to be developed pursuant to 
the EPCA are ‘‘[f]or purposes of developing a reliable 
energy data base related to the production of crude oil 
and natural gas.’’ Such accounting practices must, to 
the greatest extent practicable, permit the compilation 
of an energy data base consisting of financial and 
operating data to facilitate an evaluation of financial 
effort and result and to facilitate correlation of financial 
information with oil and gas reserves and operating 
Statistics. 


The Commission has previously indicated that it 
considers its responsibilities under the EPCA to be 
divided between two related areas: (1) financial 
reporting standards applicable to financial statements 
of entities involved in oil and gas production and (2) 
accounting practices necessary for oil and gas 
producers to report the financial and operating data 
required by the EPCA to the DOE (see Release Nos. 
33-5837 and 33-5877). DOE is developing a petroleum 
company financial reporting system which will require 
the filing of financial statements and other data with 
DOE. The accounting practices developed pursuant to 
the EPCA will govern the preparation of financial 
statements included in such filings. 


Based on the provisions of the EPCA and on the intent 
of the DOE to collect financial statement data from oil 
and gas producers, the Commission requests comments 
on whether the financial accounting and reporting 
standards promulgated by the FASB in Statement No. 
19, or some other alternative standards, are 
appropriate for purposes of reporting to the DOE. 


Reporting Under the Federal Securities Laws 


Under the Federal securities laws, the Commission has 
the responsibility and is given broad authority to 
prescribe accounting practices to be applied in the 
preparation and presentation of financial statements 
and other financial data to be included in filings with 
the Commission pursuant to such laws. In 1938, the 
Commission, in Accounting Series Release (‘‘ASR’’) 
No. 4 [11 FR 10913], stated its administrative policy 
with respect to financial statements included in these 
filings. ASR No. 4 provides that the Commission would 
presume that financial statements which were prepared 
in accordance with accounting principles for which 
there was no substantial authoritative support were 
misleading notwithstanding disclosure of those 
principles. If there was a difference of view with the 
Commission, the Commission would accept disclosure 
in lieu of a change in the financial statements only when 
there was substantial authoritative support for the 
proposed accounting principle and the Commission had 
not expressed a contrary view in an official release. 
Thus, rather than exercise its extensive authority to 
adopt specific accounting principles and methods, the 


Commission elected, in large part, to accept, in the first 
instance, principles which already had substantial 
precedent—accounting principles which were generally 
accepted in the private sector. 


The FASB was created in 1973 as the first independent, 
full-time body designated by the accounting profession 
to formulate and issue financial accounting and 
reporting standards. Previously, accounting principles 
were established by standard-setting bodies within the 
American Institute of Certified Public Accountants. 


With the establishment of the FASB, which it had 
supported, the Commission believed that it was 
appropriate to reaffirm publicly its policy of looking, 
in the first instance, to the private sector to establish 
generally accepted accounting principles. On Decem- 
ber 20, 1973, therefore, the Commission issued ASR 
150 [39 FR 1260], in which it reaffirmed its policy of 
relying, in the first instance, on the private sector for 
the establishment of accounting principles, and 
recognized that the FASB was the entity designated by 
the private sector to have that responsibility. That 
release states in part: 


For purposes of this policy, principles, 
standards and practices promulgated by the 
FASB in its Statements and Interpretations 
[footnote omitted] will be considered by the 
Commission as having substantial authorita- 
tive support, and those contrary to such 
FASB promulgations will be considered 
[footnote omitted] to have no such support. 


The Commission’s policy recognizes that the FASB 
operates to establish accounting standards, but it does 
not involve a delegation of the Commission’s 
substantive rulemaking authority to the FASB. In all 
cases, the Commission may issue rules on accounting 
matters which would govern the preparation and 
presentation of financial statements included in filings 
by registrants under the Federal securities laws. 


In light of the Commission’s proceedings under the 
EPCA and the issuance of Statement No. 19 by the 
FASB, the Commission is also soliciting comments on 
whether the financial accounting and reporting 
standards reflected in FASB Statement No. 19, or 
alternative standards, are appropriate for purposes of 
preparing financial statements to be included in filings 
under the Federal securities laws by registrants 
engaged in oil and gas producing activities. 


Economic Impact of Establishing an Oil and Gas 
Accounting Standard 


It has been asserted by some commentators that the 
adoption of the successful efforts method of accounting, 
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as required by FASB Statement No. 19, would have a 
substantial adverse economic impact. Companies which 
presently follow the full cost method of accounting 
would, if required to apply the successful efforts 
method, report lower shareholders’ equity and, in 
many cases, lower and more volatile earnings. A 
number of commentators have contended that such 
reporting would not reflect the economics of 
companies’ operations and would hamper their ability 
to raise capital to finance their operations. 


Adverse economic consequences which have been 
mentioned or discussed by those commentators include 
the following: 


1. New competitors will be discouraged 
and, in some cases, prevented from 
undertaking oi! and gas exploration 
activities; 


2. Presently successful independent ex- 
ploration companies will face a barrier to an 
expansion of their operations and will be 
encouraged to reduce the scope or alter the 
nature or timing of their existing exploration 
programs; 


3. As aresult of these factors, an increased 
concentration will occur in the oil and gas 
industry, where serious questions have 
already been raised about the extent of 
competition; and 


4. Exploration for oil and gas, particularly 
domestic exploration, will be reduced 
because of decreased availability of capital 
for many of the smaller independent 
companies which now follow full cost 
accounting and which conduct substantial 
exploration programs. 


Some of those commentators advocating this view have 
contended that the solution lies in permitting 
companies to continue to use either of the accepted 
accounting methods—full cost or successful efforts— 
for financial reporting to investors and to provide 
separately the uniform information needed by the DOE 
to compile a national energy data base. 


Other commentators have emphasized, however, that 
an important goal of accounting should be the reporting 
of data that are uniform to the extent practicable so that 
comparisons of companies’ financial statements are 
facilitated. For example, an analyst group in a 
submission to the FASB stated that ‘‘. the 
multiplicity of accounting methods employed by 
companies which operate in [the extractive] industries 
works a serious hardship on investors. Given current 
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standards of accounting and disclosure, it is virtually 
impossible to make meaningful comparisons of the 
financial position or operating results of these 
companies.”’ 


This position was also reflected in the November, 1977, 
report of the Subcommittee on Reports, Accounting and 
Management of the Senate Committee on Govern- 
mental Affairs. That report indicated that ‘‘[t]he 
subcommittee strongly believes that the clarity and 
comparability of corporate financial statements will be 
substantially improved if uniform accounting standards 
are used to report the same type of business 
transactions.’’ 


As discussed above, a number of commentators have 
expressed the view that many companies which now 
follow the full cost accounting method would have 
difficulties in raising capital if they were required to 
adopt successful efforts accounting. This view involves 
the general issue of the relationship between reported 
financial data and the market prices of companies’ 
securities, an issue which has been the subject of a 
number of research studies in recent years. The FASB 
discussed these studies in Statement No. 19, and 
quoted Stanford University Professor William H. 
Beaver from a 1973 summary of the findings of these 
research studies. Professor Beaver stated that ‘‘. . . the 
formal research in this area is remarkably consistent in 
finding that the market, at least as manifested in the 
way in which security prices react, is quite 
sophisticated in dealing with financial statement 
data.’’ 


The FASB acknowledged that not all empirical evidence 
supports the view that the securities markets are 
entirely able to take into account the differences in 
accounting methods used by different companies. 
However, it stated that research undertaken at the 
Board’s request to examine the effect of its Exposure 
Draft on the market prices of the common stock of 
certain companies ‘‘corroborates that the securities 
markets are generally able to assimilate financial 
information and to understand the underlying 
economics of the oil and gas exploration and production 
industry.’’? 


The FASB concluded that the arguments advanced in 
its proceedings that companies will be prevented from 
raising capital as a result of applying the successful 
efforts method of accounting were not persuasive. The 
FASB stated in Statement No. 19: 





*Beaver, William H., ‘What Should Be the FASB’s 
Objectives?’’, The Journal of Accountancy, August, 
1973, pp. 49-56. 


FASB Statement No. 19, pars. 169-171. 





In a free enterprise economy in which capital 
is allocated among enterprises largely on the 
basis of individual investors’ decisions, if a 
company is an economically successful 
enterprise, it will continue to attract capital. 
Its financial statements should provide those 
who supply capital with information that 
assists them in determining whether the 
expected returns on that capital are 
commensurate with the risks involved. In 
the Board’s judgment, financial statements 
that are prepared in conformity with the pro- 
visions of this Statement will provide 
investors and creditors with that type of 
information. Many small oil and gas 
producing companies use the successful 
efforts method, not full costing; have done 
so for many years; and have generally been 
able to obtain capital to finance their 
exploration activities.* 


With regard specifically to competition, the FASB 
stated its view that ‘‘. . . far from inhibiting compe- 
tition, the removal of one of two significantly different 
optional alternative methods of accounting in similar 
situations will facilitate competition. The weight of the 
evidence before the Board is that independent oil and 
gas producing companies using successful efforts 
accounting do compete successfully and conduct 
effective exploration and production programs that they 
are able to finance through a variety of capital 
sources.’’ 


The FASB also stated: 


Any national economic or policy goal that 
involves the use of data reported in or 
derived from financial statements can, in the 
Board’s judgment, be best pursued if the 
relevant financial statements are prepared 
on a common basis, so that lenders, 
investors, government regulators, and 
others involved directly or indirectly in 
allocating capital can analyze and reach 
informed decisions on the basis of consistent 
and comparable financial data. To the extent 
that furtherance of competition in oil and 
gas exploration and production and the 
availability of increased capital resources to 
finance those efforts are perceived as 
national economic or policy goals and in the 
interest of the general public, those goals 





“FASB Statement No. 19, par. 158. 


Ibid, par. 174. 


can best be fostered—and the likelihood of 
their attainment substantially increased— if 
all competitors disclose financial data in a 
marketplace free from the burdens of 
inconsistency, noncomparability, and mis- 
understanding, a marketplace in which risks 
and rewards are reported as objectively and 
as evenhandedly as possible. 


In Release No. 33-5861, the Commission indicated that 
it had reviewed the submissions to the FASB 
concerning the potential impact on competition 
resulting from the proposed selection of a method of 
accounting and solicited additional comments on this 
matter. Comments were again solicited in Release No. 
33-5877. 


A number of comments received in response to these 
releases and by the FASB presented views, as 
discussed above, on the related issues of the impact 
on competition in the oil and gas producing industry 
and on the level of domestic exploration for oil and 
gas which would result from requiring the use of the 
successful efforts method of accounting. The Com- 
mission solicits additional comments on this matter. 
Commentators are encouraged to address the views 
previously presented by other commentators in 
previous submissions to the Commission and to the 
FASB and the position expressed by the FASB in its 
Statement No. 19. 


Comments are also solicited on other issues, if any, 
relating to the impact on competition which might 
result from adoption of the Commission’s proposed 
rules, with any appropriate revisions, appearing in 
Release Nos. 33-5861 and 33-5877. 


Rulemaking under the EPCA 


Section 503(b)(2) states that the Commission shall— 


... have authority to prescribe rules 
applicable to persons engaged in the 
production of crude oil or natural gas, or 
make effective by recognition, or by other 
appropriate means indicating a determina- 
tion to rely on, accounting practices 
developed by the Financial Accounting 
Standards Board, if the Securities and 
Exchange Commission is assured that such 
practice will be observed by persons 
engaged in the production of crude oil or 
natural gas to the same extent as would 
result if the Securities and Exchange Com- 





* Ibid, par. 172. 
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mission had prescribed such practices by 
rule. 


This provision was in recognition of the relationship 
between the FASB and the Commission in developing 
accounting standards applicable to financial statements 
included in filings under the Federal securities laws. 
Such financial statements are required to be 
accompanied by an auditors’ report issued by an 
independent public accountant conforming with Article 
2 of Regulation S-X 17 CFR 210.2-01 to 2-05 . This 
requirement, together with the ethical standards of the 
independent public accounting profession, assures that 
financial statements filed with the Commission conform 
with standards issued by the FASB, absent 
Commission rules covering particular matters. 


This mechanism will not be available to ensure that the 
FASB’s standards will be observed with respect to 
financial statements filed with the DOE. Even if the 
Commission concludes as a result of these deliberations 
to support FASB Statement No. 19, it may nevertheless 
be required to adopt rules governing financial data to 
be filed with DOE pursuant to the Commission’s 
authority under the EPCA. 


Comments are solicited on this question as well. 


Staff Accounting Bulletin No. 16 


On September 1, 1977, the staff of the Commission 
issued an interpretive release, Staff Accounting 
Bulletin (‘‘SAB’’) No. 16 [42 FR 44983], which 
described the staff’s view of appropriate disclosure by 
registrants relating to the issuance of the July 15, 1977, 
FASB Exposure Draft. In SAB No. 16, the Commis- 
sion’s staff indicated that registrants whose financial 
statements would be substantially changed if the 
FASB’s proposals were required to be applied should 
disclose certain information about the relationship 
between their existing accounting policies and the 
FASB’s proposal. Such disclosures, acccrding to SAB 
No. 16, should include an indication of the general 
magnitude of the potentia! impact on earning and 
shareholders’ equity and a discussion of any significant 
implications that adoption of the FAS8’s proposed 
standards might have concerning the registrant’s 
dividend policy and its ability to comply with covenants 
in its debt or other agreements. 


The view of the Commission’s staff on appropriate 
disclosure in this instance was published in response to 
requests for guidance by interested persons. The staff 
has indicated that its action is based on the fact that the 
authoritative body responsible for establishing financial 
accounting standards in the private sector reached 
conclusions after extended deliberations on the 
appropriate accounting standards in this area. The staff 
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SAB No. 16 need not be presented in precise amounts 


noted that the quantitative disclosures discussed . 


but rather in terms of broad ranges, percentages or 
otherwise, if desired, and that the attendant circum- 
stances involved in this matter, including the Com- 
mission’s proceedings, may be discussed in whatever 
manner registrants consider appropriate. 


In the staff’s view, the varying impact of applying the 
FASB’s standards on different companies requires that 
the disclosure provide some indication of the 
magnitude of the potential impact on the financial 
statements of individual registrants. The staff believes 
that these disclosures are required so that investors are 
informed of all pertinent information relating to the 
current considerations involving oil and gas accounting. 
Thus, the staff has concluded that communications of 
the impact of the FASB’s determinations together with 
a discussion of the uncertainty of the outcome of the 
Commission’s deliberations will assist investors in 
assessing the significance of these matters. 


The statements in Staff Accounting Bulletins are not 
rules or interpretations of the Commission, nor are they 
published as bearing the Commission’s approval; they 
represent interpretations and practices followed by the 
Division of Corporation Finance and the Office of the 
Chief Accountant in administering the disclosure 
requirements of the Federal securities laws. While the 
Commission takes no view on the ultimate outcome of 
the issues presently pending before it, the staff’s belief 
that investors should be informed of the FASB’s 
determinations in Statement No. 19, in connection with 
their reviews of financial statements of oil and gas 
producing companies which would be substantially 
affected by application of those determinations, 
appears reasonable notwithstanding the contingencies 
described in this release. 


In expressing these views, the Commission reaches no 
conclusions with respect to either the substantive 
merits of the actions taken by the FASB or the issues 
upon which the Commission seeks public comment and 
intends to hold public hearings. Moreover, not only will 
the disclosures suggested by SAB No. 16 enable 
investors to assess the significance of FASB Statement 
No. 19 on the financial statements of oil and gas 
producing companies, they may also provide 
information which could be useful in connection with 
the resolution of the issues which are now before the 
Commission. 


Administrative Matters 
Written Comments 


Public File S7-715 for these deliberations will contain 
all submissions and other related data pertaining to 





os. 33-5801 [42 FR 8237], 33-5837 [42 FR 33135], 
3-5861 [42 FR 44972], and 33-5877 [42 FR 57661]). In 
addition, written submissions to the FASB and tran- 
scripts of oral presentations at the public hearing 
conducted by the FASB during the course of its 
deliberations leading to the issuance of Statement No. 
19 have been made part of Public File S7-715. In 
providing comments in response to this release, 
interested persons may assume that the Commission 
has available all previous submissions to the FASB and 
the Commission on this issue. 


@:.: Commission releases on this project (Release 


Public Hearings 


A formal announcement of the public hearings 
discussed previously will be issued by the Commission 
in a separate release. Tentatively, the Commission 
plans to conduct the hearings beginning approximately 
March 27, 1978, in Washington, D.C., and Houston, 
Texas. 


To assist the Commission in scheduling these hearings, 
the Commission requests that persons desiring to make 
oral presentations at one of these locations contact by 
January 13, 1978: 


Richard C. Adkerson 

Office of the Chief Accountant 
Securities and Exchange Commission 
500 North Capitol Street, N.W. 
Washington, D.C. 20549 

(202) 755-1671 


The Commission expects to include in its formal notice 
of public hearings a requirement that participating 
persons submit any prepared testimony to be presented 
at the hearings by February 24, 1978. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


December 22, 1977 





SECURITIES ACT OF 1933 
Release No. 5893/December 23, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14306/December 23, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20338/December 23, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10070/December 23, 1977 


ACCOUNTING SERIES 
Release No. 236/December 23, 1977 


INDUSTRY SEGMENT REPORTING 


Adoption of Disclosure Regulation and Amendments of 
Disclosure Forms and Rules 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rules. 


SUMMARY: The Commission is adopting a new, 
integrated disclosure regulaton, Regulation S-K, and 
amending certain disclosure forms and rules to 
intégrate the information presented in certain 
registration statements, annual reports and proxy and 
information statements under its description of 
business requirements with the industry segment data 
included by registrants in their financial statements 
pursuant to generally accepted accounting principles. * 
The amendments require registrants to describe their 
business by focusing on their industry segments and to 
present for a five year historical period revenue, profit 
and asset information relating to their industry 
segments and geographic areas. Generally, the 
information is required only for fiscal years beginning 
after December 15, 1976; line of business information is 
required for the balance of the five year period. These 
amendments should assist investors in analyzing and 
understanding a registrant’s business and assure 
greater uniformity in the disclosure requirements of the 
Commission’s various registration and reporting forms. 


DATE: Effective for fiscal years ending after March 
15, 1978, except as provided in the text under 
“Effective Date.’’ 


FOR FURTHER INFORMATION CONTACT: Linda 
L. Griggs, Office of Disclosure Policy and Proceedings, 
Division of Corporation Finance (202/755-1750) or 
Edward R. Cheramy, Office of the Chief Accountant 
(202/376-8020), Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 





“See Statement of Financial Accounting Standards No. 
14, ‘‘Financial Reporting for Segments of a Business 
Enterprise.’’ 


SEC DOCKET/1217 





SUPPLEMENTARY INFORMATION: On May 10, 
1977, the Commission published for comment proposed 
amendments to certain disclosure forms and rules pro- 
mulgated under the Securities Act of 1933 (‘‘Securities 
Act’’) [15 U.S.C. 77a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)] and the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) [15 U.S.C. 78a et seq., 
as amended by Pub. L. No. 94-29 (June 4, 1975)].' One 
of the reasons the amendments were proposed was that 
the Financial Accounting Standards Board (‘‘FASB’’) 
issued Statement of Financial Accounting Standards 
No. 14, ‘‘Financial Reporting for Segments of a 
Business Enterprise’ (‘‘SFAS No. 14’’) in December 
1976. SFAS No. 14 requires corporations to disclose 
certain financial information by industry segment and 
geographic area as defined in the statement. The 
Commission determined to propose amendments to 
certain of its disclosure requirements in order to 
integrate the information to be furnished pursuant to 
SFAS No. 14 with the textual and financial disclosures 
required by the Commission forms. 


This release includes a genera! discussion of the 
principal comments received on the proposed amend- 
ments and a synopsis of the adopted statements. 
Attention is directed to the text of the amendments for 
a more complete understanding. 


1. COMMENTS 


Comments were received from 180 interested parties 
and changes have been made to reflect a number of 
suggestions made by the commentators. 


A. Regulation S-K 


Most of the commentators expressed support for the 
creation of an integrated disclosure form although some 
persons argued that the form was not really a form at all 
and should be called, rather, ‘‘Regulation S-K, 
instructions Regarding Disclosure.’’ The Commission 
has accordingly changed the name from Form S-K to 
Regulation S-K (17 CFR 229). One advantage to this 
nomenclature is that the new, integrated disclosure 
regulation will be included in the Code of Federal 
Regulations (‘‘CFR’’). As a result, the regulation will 
be revised when CFR is updated to reflect any ament- 
ments adopted during the year and registrants will be 
able to obtain a current copy of the disclosure pro- 
visions more easily. 





"Securities Act Release No. 5826 (May 10, 1977) [42 FR 
26010]. 
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B. Narrative Description of the Business 


In general, the commentators were opposed to & 
proposal to require registrants to describe in the 
business description included in registration state- 
ments and other documents the various industry 
segments in which their business is classified pursuant 
to the provisions of SFAS No. 14. In their view, 
compliance with the proposed requirement would have 
necessitated lengthy, complex and often repetitive 
descriptions in the filings. Further, they argued that 
the lower materiality threshold which would have 
resulted from the proposed requirement that 
registrants discuss information material to an industry 
segment would be inconsistent with the approach to 
materiality articulated by the Supreme Court in ‘‘TSC 
Industries, Inc. v. Northway, Inc.’’? These commen- 
tators recommended that the proposal be revised to 
require registrants to describe only those matters 
relating to the performance of the individual industry 
segments which are material to or would materially 
affect the registrant’s overall business because 
investors are primarily interested in the performance of 
an enterprise as a whole. 


The Commission believes that disclosure of information 
about the business and the principal properties of a 
company’s reportable industry segments in registration 
statements, reports and other documents is material 
to an overall understanding of a company’s business. 
The amendments adopted today, however, do not 
change the materialitiy threshold but reflect the same 


considerations that registrants should take into account 
in preparing financial statements that include industry 
segment information pursuant to SFAS No. 14. The 
amendments require registrants to consider both 
quantitative and qualitative factors in determining 
what information is material and should be disclosed 
about their segments. Included among the factors 
which should be considered are the following: the 
significance of a matter to the registrant (for 
example, whether a matter with a relatively minor 
impact on the company’s business is represented by 
management to be important to its future profit- 
ability), the pervasiveness of a matter (for example, 
whether it affects or may affect numerous items in 
the segment information) and the impact of a matter 
(for example, whether it distorts the trends reflected 
in the segment information). As a result of the focus 
upon segments, situations may arise when informa- 
tion should be disclosed about a segment, although 
the information in quantitative terms may not appear 
significant to an understanding of the registrant’s 
business taken as a whole. 





“426 U.S. 438 (1976). 





e Segment Reporting 
One of the most frequently raised objections to the 


proposed amendments announced in the May release 
was that they would require additional disclosure not 
required by SFAS No. 14. The commentators argued 
that SFAS No. 14 was issued after extensive research 
and evaluation by the FASB and the Commission 
should at least monitor the quality and extent of the 
disclosure made pursuant to the accounting 
pronouncement prior to expanding its requirements. In 
their view, the FASB considered the additional require- 
ments which the Commission proposed and concluded 
that they should not be required for generally accepted 
accounting principles which are applicable to both 
publicly and privately held companies. 


1. Intersegment and Intraenterprise Transfers 


The commentators argued against the proposals to 
require certain additional data about intersegment and 
intraenterprise sales or transfers. The proposal to 
require additional information about the intersegment 
and intraenterprise transfers was criticized primarily 
because commentators believed that the proposal was 
not justifiable from a cost-benefit standpoint. Com- 
pliance with the proposed requirements would have 
entailed considerable expense to companies whose 
existing accounting systems are not now designed to 
generate this type of information. Further, they argued 
that the confidential and proprietary information would 
not have been useful to either the company or investors 
because it might have been potentially confusing and 
might have obfuscated more important data. 


The Commission continues to believe that under certain 
circumstances disclosure about intersegment and intra- 
enterprise sales, transfers or purchases should be 
included in a document which contains detailed 
segment financial information.* The disclosure pro- 
visions adopted today require additional information 
about such transfers when the intersegment or intra- 
enterprise transfers are made at prices substantially 
higher or lower than prevailing market prices for 
similar products or services or at prices substantially 
higher or lower than those charged to unaffiliated 
parties for similar products or services and the effect of 
this pricing practice on the revenue and/or profit or loss 
of a segment or geographic area is quantitatively or 
qualitatively material to an understanding of the 
registrant’s business taken as a whole. The analysis of 
the effect of the pricing practice on the performance of 





° Paragraphs 23 and 35(a) of SFAS No. 14 require 
companies to disclose the ‘‘basis of accounting for 
intersegment [and intraenterprise] sales or transfers.’’ 


the segments or geographic areas should entail the 
consideration of those factors mentioned above with 
respect to the materiality of narrative information about 
segments. In lieu of the proposed detailed financial 
information about these transfers, the Commission 
believes that a narrative discussion of the basis of 
accounting for such transfers and of the effect of the 
transfers on the revenue and/or profit or loss of the 
segment or geographic area will be adequate 
disclosure. This information should enable investors to 
better understand the dependence of one industry 
segment upon another and to evaluate the risks and 
consequences of the company’s foreign business; 
moreover, this approach is consistent with the 
disclosure which was required by the line of business 
provisions. As instruction‘ to the line of business pro- 
visions required registrants to describe the methods of 
pricing intracompany transfers of products or services 
or the methods of allocation of common or corporate 
costs, any material changes between periods in such 
methods and the effect thereof if the pricing methods 
materially affected the reported contribution to income 
of a line of business. 


2. Dominant Segments 


The commentators also expressed opposition to the 
proposed disclosure requirements relating to a 
dominant industry segment. The proposal was criti- 
cized as vague; the commentators observed that this 
information would be unnecessary because the 
consolidated financial statements would be, for all 
intents and purposes, the financial information about 
the dominant segment itself. 


The proposed amendment to require segment 
information about a dominant segment under certain 
circumstances was intended to elicit information when 
the performance of the segment during a particular 
period of time might not be indicative of current or 
future operations of the segment.° For example, 





* Instruction 4 of Item 9(b)(1), Form S-1 (17 CFR 239.11) 
and Instruction 4, Items 1(c)(1), Form 10 (17 CFR 
249.210) and Form 10-K (17 CFR 249.310). 


Paragraph 20 of SFAS No. 14 states that a company 
which operates in a single industry or whose operations 
are predominantly in a dominant segment need not set 
forth the required financial information for the single or 
dominant segment. A dominant segment is defined in 
this paragraph as a segment whose revenue, operating 
profit or loss and identifiable assets each constitute 
more than 90 percent of related combined totals for all 
industry segments and no other industry segment is 
reportable. 
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detailed information about the dominant segment’s 
operations would be useful to investors if its operations, 
while continuing to contribute to consolidated revenue 
of the registrant an amount which exceeds 90% of the 
consolidated revenue, begin to show a decline or an 
increase which is expected to continue as a result of any 
factors known to the registrant. The amendments 
adopted today do not include a requirement relating to 
financial information about a dominant segment 
because the Commission believes that existing pro- 
visions require appropriate disclosure. Guides 22 and 1° 
(Securities Act Release No. 5520, Securities Exchange 
Act Release No. 10961, Accounting Series Release No. 
159 (August 14, 1974), [39 FR 31894]) of the Guides for 
the Preparation and Filing of Registration Statements 
under the Securities Act of 1933 (17 CFR Part 231) and 
of the Guides for Preparation and Filing of Reports and 
Proxy and Registration Statements under the Securities 
Exchange Act of 1934 (17 CFR Part 241) state that the 
management’s discussion and analysis of the summary 
of operations: 


should include a discussion of material facts, 
whether favorable or unfavorable, ... 
which, in the opinion of management, may 
make historical operations or earnings as 
reported in the summary of earnings not 
indicative of current or future operations or 
earnings.’ 


3. Interim Period Segment Reporting 


Some of the commentators also took issue with the 
Commission’s proposal to require segment information 
for interim periods. They argued that the information 
would have been costly and difficult to generate and 
might not have been very useful because of the broad 
allocations necessary for interim segmentation. 





"Paragraph (b) of Guides 22 and 1, last sentence. 


*Guides 22 and 1 require disclosure to clarify and 
explain the financial information called for by the 
Summary of Earnings and Statement of Income items of 
certain forms under the Securities Act and similar 
summaries required by certain forms under the 
Exchange Act. The management discussion and 
analysis of the Summary of Earnings or the Summary of 
Operations is intended to explain material periodic 
changes in the amounts of the items of revenue and 
expenses and changes in accounting principles or 
practices or in the method of their application that have 
a material effect on net income as reported. 
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Recently, the FASB amended SFAS No. 14 in State- 
ment of Financial Accounting Standards No. 18, 
‘‘Financial Reporting for Segments of a Business 
Enterprise—Interim Financial Statements, an amend- 
ment of FASB Statement No. 14’’ (November 1977) 
(‘‘SFAS No. 18’’). The FASB announced in SFAS No. 
18 that it had reconsidered the question of whether 
segment information should be included in interim 
financial statements and determined to eliminate the 
requirement from SFAS No. 14. Further, the Board 
stated that the subject of interim financial reporting is 
on its technical agenda and the issues addressed in that 
project include the type of financial information that 
should be reported for interim periods.® 


The amendments relating to the disclosure of 
information for interim periods were proposed because 
the Commission believed that such disclosures were 
required by SFAS No. 14 and that segment financial 
information for an interim period might be material to a 
full understanding of the interim period financial 
statements. Upon reconsideration of the proposed 
amendments, the Commission believes that informa- 
tion about the interim performance of the segments 
should be required only under certain circumstances. 
Therefore, and because the FASB deleted their 
requirement from SFAS No. 14, the amendments 
adopted today only require registrants to discuss those 
facts relating to the performance of any of the segments 
during the period which, in the opinion of management, 
indicate that the five year segment financial data may 
not be indicative of current or future operations of the 
segment. 


The Commission’s earlier release also requested 
comments on the recommendation of the Advisory 
Committee on Corporate Disclosure® (‘‘Advisory 
Committee’’) that segment financial data be required in 
quarterly reports on Form 10-Q (17 CFR 249.308) under 
the Exchange Act. Approximately 80% of the commen- 
tators argued that this information should not be 
required. Their primary objection to this proposal was 
that many companies would be unable to compile the 
information in a timely fashion because they do not 
routinely generate the data on a quarterly basis or 





* Paragraph 3, SFAS No. 18. 


“it was the Advisory Committee’s view that quarterly 
segment information would assist users in evaluating 
earnings statements and forecasts. See Report of the 
Advisory Committee on Corporate Disclosure to the 
Securities and Exchange Commission D-18,8D-20, 
D-38, 380-390 (1977) [hereinafter cited as Advisory 
Committee Report]. 





because of the amount of information which would be 
required to be presented. 


The Commission believes that it would be inappropriate 
to propose amendments to require segment information 
for quarterly periods at this time. A more reasoned 
decision on this issue will be assured by consideration 
of the FASB’s conclusions on interim period financial 
information.’° and by an analysis of the experiences of 
registrants and investors alike with the additional 
segment information. 


Until such time, however, the Commission believes that 
the management’s analysis of the quarterly income 
statements, required by Instruction 5 to Part | of Form 
10-Q, should include a discussion of any segment 
information which is important to the explanation of 
material changes in the amounts of revenue and 
expense items discussed in this analysis."! 


4. Duplication of SFAS No. 14 


Securities Act Release No. 5826 was also criticized 
because the inclusion of excerpts of SFAS No. 14 in the 
proposed disclosure requirements would have delayed 
the application of future improvements in the 
accounting standard to the Commission’s disclosure 
provisions. Further, registrants would have been 
required to more carefully scrutinize the differences 
between SFAS No. 14 and the Commission’s require- 
ments to evaluate their respective disclosure provisions 
because SFAS No. 14 was duplicated only in part in the 
proposed amendments. 


The Commission does not intend to require disclosure 
about industry segments or geographic areas which are 
different from the segments or geographic areas 
included in the financial statements. Excerpts of SFAS 
No. 14 were included in the proposed amendments in 
order to more fully set forth the disclosure require- 
ments. Since this approach served to confuse rather 
than edify and assist, generally, the amendments 





See SFAS No. 18 and text accompanying footnote 8. 


"In the opinion of the Commission, a discussion which 
focuses on the segment information would be 
consistent with Instruction 5 of Part | of the Form 10-Q 
which states that ‘‘[e]xplanations of material changes 
should include, but not be limited to, changes in the 
various elements which determine revenue and 
expense levels such as unit sales volume, prices 
charged and paid, production levels, production cost 
variances, labor costs and discretionary spending 
programs.’’ See also text accompanying footnote 15. 


adopted today require disclosure of the information 
which is or was included in the financial statements.'2 
This action should serve to reinforce the Commis- 
sion’s intention to coordinate the Commission’s line of 
business information with the segment disclosure 
requirements of SFAS No. 14 and its policy of looking 
first to the private sector for the promulgation of 
generally accepted accounting principles. '° 


5. Management’s Discussion and Analysis 


In Securities Act Release No. 5826, the Commission 
urged registrants to include within the Management’s 
Discussion and Analysis of the Summary of Operations 
pursuant to Guides 22 and 1 analyses of the 
performance of the industry segments. Amendments 
along these lines were not proposed at that time 
because the Commission understood that the Advisory 
Committee intended to recommend various other 
revisions to these guides. Although a few commen- 
tators concurred that this type of information should be 
required in the management’s discussion, most 
commentators suggested that the Commission take a 
flexible approach to the inclusion of segment data in 
this discussion. While they argued for materiality 
guidelines, they objected to the adoption of arbitrary 
percentages. 


In its report to the Commission, the Advisory 
Committee recommended various amendments to 
Guides 22 and 1 including amendments which would 
require an analysis of the financial statements by 
segment.'* The Commission expects that it may 
consider the publication for comment of proposed 
amendments to Guides 22 and 1 and to the instructions 
relating to management’s analysis of quarterly income 
statements.'S The concerns expressed by commentators 
would be considered in connection with the proposal of 
any amendments to the Guides and to Form 10-Q. 
Registrants are encouraged, in the meantime, however, 
to include analyses of the performance of the industry 





'2See the discussion included in the synopsis of the 
amendments at II(A)(2) and i1(A)(4). 


'SSee Accounting Series Release No. 150 (Dec. 20, 
1973) [89 FR 1260]. 


"See Advisory Committee Report, supra footnote 9, at 
D-17-D-18, D-47-D-48, 365-374. 


'*Instruction 5 to Part | of Form 10-Q, ‘‘Management 
Analysis of Quarterly Income Statements.’’ See also 
footnote 11 and accompanying text. 
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segments within the management’s discussion of the 
summary of operations and in their analysis of the 
income statement included in a quarterly report. 


lt is expected that future amendments to Guides 22 and 
1 might include two of the disclosure requirements 
which are being adopted today. These are: (1) the 
discussion relating to intersegment and intraenterprise 
sales or transfers; and (2) the discussion of interim 
period segment financial information. The two require- 
ments likely would be rescinded from Regulation S-K if 
the contemplated amendments to Guides 22 and 1 are 
adopted because it appears that this information might 
more logically be included together with the narrative 
explanation of the summary of operations. 


D. Foreign Private Issuers 


The Commission specifically requested comments on 
whether foreign private issuers which file registration 
statements under the Securities Act should be required 
to include segment data. A majority of the commen- 
tators argued that foreign private issuers should be 
required to comply with ali of the adopted amendments 
because they compete for the same investment markets 
as domestic issuers and must comply with SFAS No. 14 
and because adequate protection of investors depends 
upon the applicability of uniform standards of 
accounting, disclosure and review to all issuers selling 
securities in the United States. The minority of the 
commentators opposed the imposition of segment 
reporting requirements on foreign private issuers, at 
least for the present, because of the disparity between 
United States and foreign disclosure requirements and 
the possibility that foreign private issuers would as a 
result be deterred from entering the United States 
market. 


The Commission believes that foreign private issuers 
should be required to furnish the same segment 
financial information as that which is required to be 
presented by domestic issuers because similar infor- 
mation about issuers is essential to a full analysis of 
various investment alternatives.® Therefore, the 





"This approach coincides with the Commission’s 
rationale for proposing for comment the new Form 20-F 
(17 CFR 249.220-f), applicable to the registration of 
securities of foreign private issuers pursuant to section 
12(5) or (g) of the Securities Exchange Act of 1934 and 
for annual reports of foreign private issuers filed 
pursuant to sections 13 or 15(d) of that Act. In 
Securities Exchange Act Release No. 14128 (Nov. 2, 
1977) [42 FR 58676], the Commission proposed amend- 
ments which would require foreign private issuers to 
provide the same segment financial disclosure as was 
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amendments adopted today do not exempt foreign 
private issuers from their reporting requirements.” 


il. SPECIFIC AMENDMENTS 


A. Adoption of Two Items of Regulation S-K 


The Commission believes that compliance with the 
securities acts will be facilitated by the development of 
a uniform disclosure regulation. While the action taken 
today adopts only two items of the regulation, the 
Commission intends to adopt other items as disclosure 
provisions involving more than one of the various forms 
for the registration of securities or for the reporting to 
or solicitation of security holders are amended. The 
adoption of the business description and properties 
items today, Items 1 and 2 respectively, results in the 
elimination of immaterial differences between those 
two items included in the various disclosure forms and 
provides new reporting provisions intended to improve 
the description of the business of registrants for the 
benefit of investors. 


It should be noted that Regulation S-K contains specific 
disclosure requirements to be used by registrants in the 
preparation of certain registration statements, reports 
and proxy or information statements. Concomitant with 
the adoption of the two items of Regulation S-K, the 
Commission has adopted amendments to Forms S-1, 10 
and 10-K which provide that the registration statement 
or report should include descriptions of the business 
and properties of the registrant prepared in accordance 
with the provisions of Items 1 and 2 of Regulation S-K. 
In addition, amendments to Form S-7 (17 CFR 239.26), 
Form S-8 (17 CFR 239.16b), Schedule 14A of Regula- 
tion 14A (17 CFR 240.14a-101) and Rules 14a-3 (17 CFR 
240.14a-3) and 14c-3 (17 CFR 240.14c-3) provide that 
the five year financial information about industry 
segments, classes of similar products or services, 
geographic areas and export sales of the registrant 
must be presented in accordance with the appropriate 





proposed for comment in Securities Act Release No. 
5826. The Commission stated, however, that it 
recognized that the new requirements might present 
some initial difficulties for such companies and stated 
that the information would not be required in the 
financial statements or in the business description with 


respect to fiscal years beginning prior to January 1, 
1979. 


"’But cf. Rule 409 (17 CFR 230.409) under the Securities 
Act and Item 1(e), Regulation S-K. 





provisions of the business item of the newly adopted 
Regulation S-K.'® Form S-7 is also amended to require 
the description of material oil and gas reserves of a 
registrant to be disclosed pursuant to paragraph (b) of 
Item 2 of Regulation S-K. The disclosure system'9 
should be simplified and duplication of efforts”? 
minimized as a result of the development of Regulation 
S-K. 


B. Item 1—Description of Business 
Item 1 of Regulation S-K has been reorganized sub- 


stantially from proposed Item 1 of Form S-K in order to 
set forth the provisions in an order which the 





'®Eorms S-1 and S-7 are forms for the registration of 
securities under the Securities Act. Form S-8 is the 
form for the registration of securities under the 
Securities Act to be offered to employees pursuant to 
certain plans. Form 10 is the general form for the 
registration of securities under the Exchange Act. Form 
10-K is the form for annual reports filed pursuant to 
section 13 or 15(d) of the Exchange Act and Schedule 
14A specifies the information required to be set forth in 
proxy and information statements filed pursuant to 
section 14 of the Exchange Act. Schedule 14A under the 
Exchange Act is also applicable to the solicitation of 
proxies under the Public Utility Holding Company Act 
of 1935 [15 U.S.C. 79a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)] and the Investment Company 
Act of 1940 [14 U.S.C. 80a-1 et seq., as amended by 
Pub. L. No. 94-29 (June 4, 1975)]. Rules 14a-3 and 14c-3 
related to annual reports to shareholders. 


'®The business description items of Forms S-1 and 10 
have differed slightiy from the business item in Form 
10-K. Regulation S-K eliminates the differences, 
making it possible for registrants to use the same 
business descriptions on the various forms. 


*°ln July, the Commission adopted Guide 4 of the 
Guides for the Preparation and Filing of Registration 
Statements and Reports under the Securities Exchange 
Act of 1934 in Securities Exchange Act Release No. 
13639 (June 17, 1977) [42 FR 31780]. This guide 
permits registrants to integrate to the extent appro- 
priate their annual and quarterly reports to share- 
holders with their annual and quarterly reports on 
Forms 10-K and 10-Q respectively. The amendments 
adopted today should encourage further this integra- 
tion because, as a result, the financial information 
about a company’s industry segments and geographic 
areas in the annual report to shareholders will be the 
same as that required in the annual report on Form 
10-K. 


Commission believes may be appropriate for the 
presentation of the description of the business. Various 
substantive changes have also been made as explained 
below. 


1. Item 1(a)—General development of business. 


Item 1(a) of Regulation S-K requires registrants to 
describe the general development of their business 
during the prior five years or such shorter period as the 
registrant may have been engaged in business. This 
requirement is not new to either Form S-1 or Form 10. 
Since the purpose of the annual report on Form 10-K is 
to provide information about the operations of the 
company during its most recent fiscal year, a 
registrant is required to discuss in this annual report 
only the general development of its business during the 
fiscal year for which the annual report is filed. 


Paragraph (2) of Item 1(a) of Regulation S-K requires 
certain registrants filing on Form S-1 under the 
Securities Act or Form 10 under the Exchange Act to 
discuss their plans of operation in the future. This 
requirement was formerly included in Instruction 9 to 
Item 9(a) of Form S-1 and Instruction 9 to Item 1(b) of 
Form 10. 


2. Item 1(b)—Financial information about industry 
segments. 


Item 1(b) of Regulation S-K requires a registrant to 
state for five fiscal years or for each fiscal year the 
registrant has been engaged in business, whichever 
period is shorter, the amounts of revenue (with sales to 
unaffiliated customers and sales or transfers shown 
separately), operating profit or loss and identifiable 
assets attributable to each of the registrant’s industry 
segments. The revenue, profit and asset information 
relating to each of the registrant’s industry segments 
for which such information is presented in the financial 
statements should be furnished. For those fiscal years 
for which financial statements are not included in the 
particular disclosure document, the amendments 
require the presentation of the revenue, proft and asset 
information which the company included in its financial 
statements for those fiscal years pursuant to SFAS No. 
14 or which a company filing under the securities acts 
for the first time would have included in its financial 
statements if SFAS No. 14 had been effective for those 
years. As a result, the information which is required to 
be presented will be the same as that which has been 
reported by registrants in their financial statements, 
unless they are restated as discussed below. 


Under certain circumstances, the segment financial 
information for the preceding fiscal years must be 
restated pursuant to criteria which are the same as 


SEC DOCKET/1223 





those which appear in SFAS No. 14.27 When the 
financial statements of the registrant as a whole have 
been retroactively restated or when there has been a 
change in the way the registrant’s products or services 
are grouped into industry segments and this change 
affects the segment being reported, paragraphs 
(b)(1)(i) and (d)(1) of Item 1 of Regulation S-K provide 
that the historical segment information should be retro- 
actively restated unless not material. 


The proposed amendments would have required 
registrants to disclose within their descriptions of 
business the following information about their industry 
segments for a five-year period: revenue; operating 
profit (loss); assets; depreciation, depletion and 
amortization expenses; capital expenditures; and 
equity in the net income from and investment in the net 
assets of unconsolidated subsidiaries. The amendments 
adopted today narrow this requirement by stating that 
the five-year information required to be presented in 
the description of business need include revenue, 
operating profit (loss) and asset data only. The other 
items of information about the industry segments must 
be included in the financial statements pursuant to 
SFAS No. 14 and the Commission believes that it is 
unnecessary to require the presentation of all of such 
information for the full five-year period. The require- 
ment to do so might have discouraged registrants from 
furnishing other statistical data about their business 
operations. 


Registrants which have never filed under the securities 
acts before are required by the amendments to present 
industry segment data for a five year period. Since line 
of business information generally is not available to 
such companies, this requirement is no more burden- 
some than was the requirement that they file line of 
business data for five years. 


With the exception of those filing under the securities 
acts for the first time, the amendments adopted today 
apply prospectively only. Paragraph (2) of Item 1(b) 
provides that all other registrants may furnish line of 
business information in lieu of the industry segment 
data for fiscal years beginning before December 16, 
1976, although the Commission encourages registrants 
to provide five year comparative industry segment 
information. Any lack of comparability of the historical 
line of business information with the industry segment 
information should be explained and registrants should 
state, to the extent possible, which segments are 
equivalent or substantially similar to each of the lines of 
business, the approximate percentage of the line of 
business included in each industry segment and the 





2'Paragraph 40, SFAS No. 14. 
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basis for the new classification 2? Any other information 
useful to an understanding of the relationship between 
the industry segments and the line of business should 
be discussed also. 


The absence of five year comparative segment 
information during the first several years following the 
adoption of today’s amendments may have a 
temporary, adverse effect on the analysis of the per- 
formance of the various segments of a company’s 
business. However, the Commission believes that this 
approach is preferable to requiring now that all 
segment information be presented for a five year period 
because that action might have discouraged companies 
from reevaluating their business operations for 
purposes of complying with the new segment reporting 
requirements. 


For reasons discussed above in the general discussion 
of comments received on the proposed amendments, 
paragraphs (ii) and (iii) of Item 1(b)(1) of Regulation 
S-K require registrants to discuss certain intersegment 
transfers and the performance of the industry segments 
during an interim period. If Guides 22 and 1 relating to 
the management’s discussion and analysis of the 
summary of operations are amended to require such 
discussion to focus upon segments, the Commission 
may delete these paragraphs from Regulation S-K. 
Until then, however, registrants may discuss material 
intersegment transfers and the performance of industry 
segments during an interim period in either the 
Management’s Discussion of the Summary of 
Operations or in the description of their business. The 
information need not accompany the tabular presenta- 
tion of revenue, profit and asset information unless the 
registrant believes that its presentation there will 
improve an understanding of this information. 


3. Item 1(c)—Narrative description of business. 


Item 1(c) of Regulation S-K requires registrants to 
describe their business operations. The business 





22For example, this explanation might read as follows: 
The operations of the registrant’s electric appliance line 
of business are now reflected in its refrigerator and 
small kitchen appliance industry segments. Approxi- 
mately 60% of the revenue and 45% of the profit of the 
electric appliance line of business is included in the 
financial data about the refrigerator industry segment. 
The electric appliance line of business has been 
reclassified into two industry segments because 
regrigerators and small kitchen appliances are 
manufactured in different plants, have different uses, 
and are subject to different growth and profitability 
factors despite the similarity of marketing methods for 
each. 





description should focus on the registrant’s dominant 
segment or each of the reportable industry segments 
about which financial information is presented in the 
financial statements. This requirement integrates the 
textual disclosures required by the Commission forms 
with the segmental financial statement disclosures 
required by SFAS No. 14; the additional information 
about the business operations of these segments should 
provide investors with more meaningful information 
about the segments and should improve their under- 
standing of the financial information required by SFAS 
No. 14. 


Information about the following matters is required to 
be presented for each industry segment to the extent 
material to an understanding of the registrant’s 
business taken as whole: the principal products and 
services produced or rendered by the segment; any new 
products or services about which the registrant has 
directly or indirectly made information public; the 
sources and availability of raw materials; the 
importance to the industry segment and the duration 
and effect of all patents, trade marks, licenses, 
franchises and concessions held; the extent to which 
the business of the industry segment is or may be 
seasonal; practices of the registrant or the industry 
relating to working capita! items; principal customers; 
backlog; government business; and competition in the 
industry. The determination whether the aforemen- 
tioned matters are material and should be discussed in 
the description of each segment should depend upon 
an analysis of both quantitative and qualitative factors; 
examples of factors relevant to this analysis are set 
forth in Item 1(c)(1) and have been discussed above in 
Section |(B) of this release. 


In connection with the description of a particular 
industry segment’s principal products or services, Item 
(1)(c)(1)(i) requires companies to state the amount or 
percentage of consolidated revenue contributed by any 
class of similar products or services which accounted 
for ten percent or more or consolidated revenue in 
either of the registrant’s last two fiscal years or 15 
percent or more of consolidated revenue if consoli- 
dated revenue did not exceed $50,000,000 during 
either of such fiscal years. Some commentators 
argued that an industry segment will include only one 
class of related products or services and therefore the 
proposed requirement to present revenue information 
for each class of similar products or services would be 
duplicative of the industry segment information and 
therefore unnecessary. The Commission has retained 
this disclosure requirement because some companies 
may have industry segments which include more than 
one class of similar products or services, and the 
required disclosure of a revenue contributed by each 
class should promote a better understanding of these 
operations. 


The disclosure requirement relating to descriptions of 
products or services has also been amended to delete 
the requirement that changes in the kinds of products 
produced or services rendered or in the markets or 
methods of distribution during the past three fiscal 
years be discussed. Any material changes would be 
required to be described pursuant to paragraph (a) of 
the item. 


The instruction to Item 1(c)(1)(ii) requires registrants to 
furnish to the staff upon request certain supplemental 
information if the registrant has recently introduced a 
new product or a new industry segment or has made 
public its intention to introduce a new product or 
segment and the development of the product or 
segment requires the investment of a material amount 
of the assets of the registrant or is otherwise material. 
The staff may request registrants to furnish studies 
prepared for the registrant by outside persons or 
certain internal studies, documents, reports or 
memoranda if the registrant based its decision to 
develop the product or to do business in the new 
segment on the conclusions, recommendations or 
findings in the documents. The Commission believes 
studies may contain trade secrets and commercial or 
financial information the disclosure of which might 
have an adverse effect on a registrant’s competitive 
position. Therefore, upon completion of its review of 
the contents of such studies, the staff will return them 
to the registrant at its request where consistent with the 
protection of investors and the Freedom of Information 
Act (‘‘FOIA’’), 5 U.S.C. 552. The Commission believes 
that to the extent that these studies contain trade 
secrets or confidential commerical or financial infor- 
mation submitted in confidence they should not be 
subject to release upon request by someone under the 
FOIA because of the exemption for such confidential 
information?’ Nevertheless, the Commission believes 
that the procedure for the return of the information to 
registrants will further assure the confidentiality of the 
information and will avoid the retention by the Com- 
mission of information which is not necessary for the 
protection of investors. If the Commission receives a 
request filed under the FOIA for material relating to a 
company as to which such supplemental information 
has been received, the company will be notified and the 
supplemental information withheld where consistent 
with the FOIA. When appropriate, however, the 
material will not be returned to the company during 
consideration of the request. This supplemental 
information is intended to assist the staff in considering 
whether investors should be provided with more 
information in the document about the new product or 
industry segment. The staff will request the infor- 





235 U.S.C. 552(b)(4). 
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mation only when it believes that the supplemental 
information will be useful to its review of a filing. 


Another proposed disclosure provision relating to 
industry segments which elicited some criticism was 
the requirement to discuss competitive conditions in 
the industry. Some commentators argued that the 
disclosure of the identity of principal competitors in an 
industry segment would have adversely affected their 
ability to compete. Registrants are required by pro- 
visions in effect today to discuss in registration state- 
ments and reports competitive conditions, giving 
separate consideration to principal products or services 
or classes of products or services. In addition, they are 
required to identify dominant competitors where one or 
a small number are dominant. The requirement that 
registrants name the principal competitors of their 
various industry segments should not present compli- 
ance difficulties because the disclosure is required only 
when registrants know that one or a small number of 
companies or entities are dominant in the industry and 
this information is material to investors. 


Various commentators argued that the requirement to 
identify principal customers of the industry segments 
would have adversely affected a company’s ability to 
compete and that the identity of such customers might 
not have been material to an understanding of the 
registrant and its subsidiaries as a whole. Therefore, 
paragraph (vii) of Item 1(c)(1) requires registrants to 
discuss the dependence of an industry segment on a 
single customer or a few customers the loss of any one 
or more of whom would have an adverse effect on the 
segment if this information is material to an under- 
standing of the company’s business taken as a whole. 
The name of each such customer and its relationship to 
the registrant are required to be disclosed oniy when 
the sales to the customer are made by a segment in an 
amount which is equal to 10 percent or more of the 
registrant’s unconsolidated revenue. As proposed, the 
identity of the principal customers of each segment 
would have been required disclosure regardless of the 
materiality of the customer to the registrant’s business 
taken as a whole. Although some commentators argued 
that the Commission should not go beyond the 
customer disclosure requirements of SFAS No. 14,74 
disciosure of the names of certain customers has been 
required for a number of years and the Commission 
believes this information is material to investors and, 
accordingly, should continue to be reported. 


Item 1(c)(2)(ii) requires registrants to disclose the 
identities of all customers to which sales are made in 





4Paragraph 39 of SFAS No. 14 only requires disclosure 
of the fact that an enterprise receives more than 10 
percent of its revenues from sales to a single customer. 
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amounts which equal ten percent or more of the 
registrant’s consolidated revenue, unless such 
customers have already been identified in the 
description of the company’s industry segments. This 
requirement is necessary because an individual 
customer may not purchase a substantial amount from 
any one industry segment although ten percent or more 
of the registrant’s consolidated revenue may be derived 
from sales to that customer. For purposes of both this 
requirement and the requirement that registrants 
identify a segment’s customers where material, a group 
of customers under common contro! and, if material, 
customers which are affiliates of each other, should be 
regarded as a single customer. 


As proposed, registrants would have been required to 
disclose the amount of the registrant’s expenses for 
material research and development activities by 
segment. Various commentators noted that companies 
generally do not engage in research and development 
activities on an industry segment basis and that the 
allocation of portions of such research to the various 
segments may or may not be possible depending upon 
the type of research undertaken by the company. 
Therefore, the amendments adopted today require 
registrants to disclose research and development 
expenses as to the company in general and to identify 
the industry segments which have engaged in research 
and development activities to the extent material. 


ltem 1(c)(2)(i) states that the amount of company- 
sponsored research and development expenses should 
be determined in accordance with generally accepted 
accounting principles. This provision is adopted 
because the use of the definition of company-sponsored 
research and development costs adopted by the FASB 
will simplify and promote consistency in the presenta- 
tion of such expenses. 


The requirement that registrants state the number of 
employees engaged in research and development 
activities has been deleted. In most cases, the number 
of employees may not be material disclosure. 


With regard to the narrative description of a company’s 
business, the Advisory Committee recommended revi- 
sions to Form 10-K in an attempt to reduce the boiler- 
plate language included in the description of a 
company’s business.2° The Commission concurs with 





2°Statement of Financial Accounting Standards No. 2, 
‘Accounting for Research and Development Costs’’ 
(October 1974). 


26See Advisory Committee Report, supra footnote 9, at 
487. 





this approach and urges registrants and their counsel to 
eliminate phrases such as ‘‘competition is keen but we 
are competitive’ or ‘‘there is an energy shortage but 
the company is attempting to minimize its effects’ in 
an effort to improve the readability and usefulness of 
the business description. 


4. Item 1(d)—Financial information about foreign and 
domestic operations and export sales. 


Paragraph (d) of Item 1 of Regulation S-K requires 
registrants to state for five years, of for each fiscal year 
beginning after December 15, 1976, or for each fiscal 
year the registrant has been engaged in business, 
whichever period is shortest, the amounts of revenue 
(with sales to unaffiliated customers and sales or 
transfers to other geographic areas of the registrant 
shown separately), profitability, and identifiable assets 
attributable to each of the registrant’s geographic areas 
and the amount of its export sales, in the aggregate or 
by appropriate geographic area to which the sales were 
made. For those fiscal years for which financial state- 
ments are included in the particular document, the 
revenue, profitability, asset and export sales informa- 
tion included in the financial statements should be 
presented. For those fiscal years for which financial 
statements are not included in the document, the 
financial information for foreign and domestic opera- 
tions and for export sales which was disclosed in the 
financial statements for those fiscal years should be 
presented, restated as appropriate pursuant to criteria 
similar to those discussed above as to the industry 
segment information. 


Instruction 1 to Item 1(d) requires a registrant to 
evaluate interperiod comparability in determining 
whether information about foreign and domestic opera- 
tions and export sales should be presented. Although 
SFAS No. 14 does not specifically require this 
analysis?” the Commission believes that the instruction 





27SFAS No. 14 requires disclosure relating to foreign 
operations only when the amount of revenue from 
foreign operations exceeds 10 percent or more of con- 
solidated revenue as reported in the registrant’s 
income statement or its assets are 10 percent or more of 
consolidated assets as reported in the balance sheet. 
Similarly, the financial information for domestic 
operations need not be given if revenue of domestic 
operations from sales to unaffiliated customers and 
domestic operations’ identifiable assets are less than 
ten percent of related consolidated amounts; the 
amount of export sales must be reported only when 
they exceed ten percent of total revenue from sales to 
unaffiliated customers. In contrast with the instructions 
relating to the determination of reportable industry 


is consistent with the goal of assisting investors in 
analyzing and understanding a registrant’s business. 


Instruction 2 to Item 1(d) provides that in lieu of fur- 
nishing information pursuant to Item 1(d), bank holding 
companies may furnish information about their foreign 
operations pursuant to Guide 61 under the Guides for 
the Preparation and Filing of Registration Statements 
under the Securities Act of 1933 (17 CFR Part 231) or 
Guide 3 of the Guides for the Preparation and Filing of 
Reports and Proxy and Registration Statements under 
the Securities Exchange Act of 1934 (17 CFR Part 241). 
This instruction is adopted because of the disparate 
definitions of foreign operations in SFAS No. 14 and 
these guides. In addition, the Commission recently 
authorized for publication for comment proposed 
amendments to Article 9 of Regulation S-X (17 CFR 
Part 210.9) containing requirements as to form and 
content of financial statements of bank holding 
companies and banks.?8 Included within the proposed 
amendments are definitions of foreign activities and 
significant geographic areas which are different from 
the definitions of foreign operations and geographic 
areas in SFAS No. 14 because the former reflect the 
particular nature of the banking industry. If these 
amendments to Article 9 are adopted, the Commission 
expects to amend Instruction 2 to Item 1(d) to provide 
that bank holding companies should define their 
foreign operations and significant geographic areas in 
accordance with the provisions of Article 9 for purposes 
of presenting the financial information about their 
foreign operations. 


Paragraphs 3 and 4 of Item 1(d) require the same type 
of information about intraenterprise transfers and 
interim period financial information as required by 
paragraphs (ii) and (iii) of Item 1(b)(1). Paragraph 2 of 
Item 1(d) requires registrants to discuss any risks 
attendant to the foreign operations and describe any 
dependence of one or more of its industry segments 
upon the foreign operations. 


5. Disclosure Tables 


Sample disclosure tables are set forth as appendices of 
Item 1 of Regulation S-K to provide an illustration of 
the tabular format that might be used for the presen- 
tation of the segment financial information required for 





segments, SFAS No. 14 does not specifically direct the 
company to report foreign and domestic operations or 
export sales if they were significant in the past and are 
expected to be significant in the future although they 
are significant in the particular fiscal year. 


28Securities Act Release No. 5886 (December 8, 1977) 
[42 FR 63578}. 
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industry segments, classes of similar products or 
services, geographic areas and export sales. The 
inclusion of the tables is not intended to suggest that 
the Commission feels that their format is the preferable 
format for the presentation of this information. Rather, 
these tables are only set forth to illustrate one alterna- 
tive disclosure format. 


It should be noted that the illustrative table includes a 
caption for the amount of revenue contributed by 
classes of products or services within a particular 
industry segment, where appropriate. Registrants may 
present this information in any manner which they feel 
is appropriate. The amount of revenue contributed by 
significant classes of products or services within 
industry segments may be presented together with the 
industry segment financial information, or in a separate 
table; alternatively, this revenue information for 
classes of products or services may be discussed in 
connection with the descriptions of the industry or 
dominant segments. Further, Instruction 2 to Item 
1(b)(1) provides that the registrant may include in its 
financial statements a cross reference to the industry 
segment and geographic area information in the 
business description in lieu of presenting duplicative 
information in the financial statements to the extent 
that the financial information included pursuant to the 
description of business item complies with generally 
accepted accounting principles. 


C. Item 2—Description of property. 


The proposal to require registrants to describe the 
physical properties which are material to each of the 
registrant’s reportable industry segments has not been 
adopted. In lieu thereof, Item 2(a) of Regulation S-K 
requires registrants to describe the physical properties 
which are material to the registrant and its subsidi- 
aries. In addition, this provision requires registrants to 
identify the segment(s) which use the properties 
described. In determining what properties should be 
described, Instruction 2 to Item 2(a) requires 
registrants to consider both quantitiative and 
qualitative factors. The requirement to identify the 
segments which use the properties should improve an 
investor’s understanding of a particular segment’s 
future operations. Further, it integrates the properties 
item with the requirement in SFAS No. 14 and Item 1 of 
Regulation S-K that registrants state the amount of 
each industry segment’s identifiable assets and should 
enable investors to better assess these assets. 


Paragraph (b) of Item 2 of Regulation S-K sets forth 
disclosure requirements relating to oil and gas 
reserves. The disclosure provisions relating to oil and 
gas reserves are substantially the same as the 
comparable paragraphs of the properties items 
formerly included in Forms S-1, S-7, 10 and 10-K. 
Minor changes have been made to conform the 
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definitions included therein with those established by 
the Department of Energy in conjunction with 
representatives of the various United States Govern- 
ment agencies. For example, Instruction 2 to Item 2(b) 
of Regulation S-K includes an expanded definition of 
proved reserves. The Commission is adopting the pro- 
visions without submitting them for comment. The 
revisions are consistent with prior interpretations given 
by the staff of the Division of Corporation Finance of 
the former provisions relating to oil and gas reserves, 
or otherwise are minor in nature, and the Commission 
believes that the change in the definition of proved 
reserves should not result in any changes to the 
quantities which would have been estimated using 
the previous definition. 


D. Material Contracts 


In Securities Act Release No. 5826, the Commission 
proposed amendments which would have required 
registrants to file as exhibits to registration statements 
on Form S-1 and 10 and annual reports on Form 10-K 
copies of all contracts not made in the ordinary course 
of business which are material to any of the registrant’s 
industry segments. The commentators were critical of 
this proposal because compliance with the requirement 
would have been burdensome and costly and the 
contracts would not have been useful to investors. In 
addition, they argued against the requirement because 
it would have resulted in disclosure of competitively 
sensitive information. 


The amendments adopted today, which relate only to 
those contracts not entered into by a company in the 
ordinary course of business, require registrants to file 
copies of those contracts which are material to an 
understanding of the registrant’s overall business or 
which are specifically referred to in the registrant’s 
discussion of its reportable industry segments if the 
contract is to be performed in whole or in part at or after 
the filing of the registration statement or was entered 
into not more than two years before such filing. This 
requirement should improve an investor’s under- 
standing of the operations of each of a company’s 
industry segments. No amendments were proposed nor 
are any amendments adopted with respect to the 
instruction concerning the filing as exhibits of contracts 
made in the ordinary course of business. 


il. EFFECTIVE DATE 


The Commission is aware of the concerns expressed by 
registrants when new reporting provisions are adopted 
shortly before the end of their fiscal years. Therefore, 
these amendments are effective for documents filed 
with or furnished to the Commission when the most 
recent annual financial statements included in the 





documents are for fiscal years ending after March 15, 
1978. The effective date is delayed for the purpose of 
avoiding the imposition of hardships on registrants. 


Notwithstanding the effective date of these 
amendments, registrants should include in the descrip- 
tion of their business the revenue and profit data 
presented in the financial statements for fiscal years 
beginning after December 15, 1976 with respect to the 
company’s reportable industry segments. These data 
should be included in lieu of the revenue and profit 
information required as to the company’s lines of 
business for this fiscal year to avoid inconsistency with 
the financial statements. Registrants should also 
explain any differences between their lines of business 
in prior years and the industry segments. 


Registrants should be aware that next year they will be 
required to present industry segment and geographic 
area information pursuant to these amendments for 


their fiscal years beginning after December 15, 1976. 
Registration statements, reports and proxy and 
information statements which contain financial state- 
ments for registrants’ fiscal years ending after 
December 15, 1978 will be required to include the 
industry segment and geographic area information for 
the preceding fiscal year despite the effective date of 
these amendments. 


The Commission strongly encourages early compliance 
with these amendments and believes that when 
practicable registrants should implement fully the 
requirements prior to the effective date because of the 
usefulness of segment and geographic area information 
to investors. To the extent that registrants furnish the 
information required by Items 1 and 2 of Regulation 
S-K compliance with the existing provisions of the 
business and properties items of the various disclosure 
documents is not required. 





SCHEDULE OF AMENDMENTS 


Regulation or Form to Which Amended Disclosure Provisions Apply 


Regula- 
tion 
S-K 


Form 
S-1 


Form 
S-7 


Certain 
Proxy 
Annual = and 
Report Infor 
to mation 
Share- State- 
holders ments 


Form 
10-K 


Form Form 
S-8 10 





1) Amendments to Dis- 
closure lItems—Disclosure 
of: 


(a) Five year historical 
financial information re- 
lating to industry segments 
to be applied prospective- 
ly except as to companies 
filing for the first time. 
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SCHEDULE OF AMENDMENTS 
(continued) 


Regulation or Form to Which Amended Disclosure Provisions Apply 


Annual = and 
Report __Infor- 
Regula- to mation 
tion Form Form Form Form’ Form’ Share _ State- 
S-K S-1 S-7 S-8 10 10-K holders ments 





(b) Five year historical 
financial information re- 
lating to foreign and do- 
mestic operations to be 
applied prospectively. 





(c) Amount of export 
sales for each of the last 
five years to be applied 
prospectively. 





(d) Information about 
the business focusing on 
industry segments. 





{e) Identification of 
industry segments using 
material properties. 





1) Form Amendments to 
Exhibits — Filing as 
exhibits contracts material 
to registrant or which are 
specifically referred to in 
the business description. 





IV. AMENDMENTS PART 229—STANDARD INSTRUCTIONS FOR FILING 
FORMS UNDER SECURITIES 


The text of the amendments is set forth below: 


1. 17 CFR Chapter II is amended by adding anew AcT OF 1933 AND SECURITIES EXCHANGE ACT OF 
Part 229 and §§ 229.1 and 229.20 thereunder as follows: 4934 
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APPLICATION OF REGULATION S-K (17 CFR PART 
229) 


229.1 Application of Regulation S-K 


This part (together with the General Rules and Regula- 
tions under the Securities Act of 1933 and the Securities 
Exchange Act of 1934 [Parts 230 and 240 of this 
chapter] and the Interpretive Releases under these 
acts [Parts 231 and 241 of this chapter] and the forms 
under these acts [Parts 239 and 249 of this chapter]) 
states the requirements applicable to the content of 
the non-financial statement portions of— 


(a) Registration statements under the Securities Act of 
1933 (Part 239 of this chapter) to the extent provided in 
the forms to be used for registration under this Act; and 


(b) Registration statements under section 12 (Subpart 
C of Part 249 of this chapter), annual or other reports 
under sections 13 and 15(d) (Subparts D and E of Part 
249 of this chapter), and proxy and information state- 
ments under section 14 of the Securities Exchange 
Act of 1934 to the extent provided in the forms and 
rules which are to be used for registration and 
reporting under these sections of this Act. 


INFORMATION REQUIRED IN DOCUMENT 


§229.20 Information required in document. 


Item 1. Description of business. 

(a) General development of business. Describe the 
general development of the business of the registrant, 
its subsidiaries and any predecessor(s) during the past 
five years, or such shorter period as the registrant may 
have been engaged in business. Information shall be 
disclosed for earlier periods if material to an under- 
standing of the general development of the business. 


(1) In describing developments, information shall 
be given as to matters such as the following: the year 
in which the registrant was organized and its form of 
organization; the nature and results of any bankruptcy, 
receivership or similar proceedings with respect to the 
registrant or any of its significant subsidiaries; the 
nature and results of any other material reclassifica- 
tion, merger or consolidation of the registrant or any of 
its significant subsidiaries; the acquisition or 
disposition of any material amount of assets otherwise 
than in the ordinary course of business; and any 
material changes in the mode of conducting the 
business. 


Note: 


The following requirement in paragraph (2) 
applies only to registrants filing a registration state- 


ment on Form S-1 (17 CFR 239.11) under the Securities 
Act of 1933 or on Form 10 (17 CFR 249.210) under the 
Securities Exchange Act of 1934 for the first time who 
(including predecessors) have not received revenue 
from operations during each of the three fiscal years 
immediately prior to the filing of the registration state- 
ment. No response is required if similar information 
has previously been filed for prior periods in a 
registration statement on Form 10 effective under the 
Securities Exchange Act of 1934 or in a registration 
statement effective under the Securities Act of 1933. 


(2) Describe, if formulated, the registrant’s plan of 
operation for the remainder of the fiscal year, if the 
registration statement is filed prior to the end of the 
registrant’s second fiscal quarter. Describe, if 
formulated, the registrant’s plan of operation for the 
remainder of the fiscal year and for the first six months 
of the next fiscal year if the registration statement is 
filed subsequent to the end of the second fiscal quarter. 
If such information is not available, the reasons for its 
not being available shall be stated. Disclosure relating 
to any plan should include such matters as: 


(i) If a registration statement on Form S-1 
(17 CFR 239.11), a statement in narrative 
form indicating the registrant’s opinion as to 
the period of time that the proceeds from the 
offering will satisfy cash requirements and 
whether in the next six months it will be 
necessary to raise additional funds to meet 
the expenditures required for operating the 
business of the registrant. The specific 
reasons for such opinion shall be set forth 
and categories of expenditures and sources 
of cash resources shall be identified; 
however, amounts of expenditures and cash 
resources need not be provided. !n addition, 
if the narrative statement is based on a cash 
budget, such budget should be furnished to 
the Commission as supplemental informa- 
tion, but not as a part of the registration 
statement. 


(ii) An explanation of material product 
research and development to be performed 
during the period covered in the plan. 


(iii) Any anticipated material acquisition of 
plant and equipment and the capacity 
thereof. 


(iv) Any anticipated material changes in 
number of employees in the various depart- 
ments such as research and development, 
production, sales or administration. 


(v) Other material areas which may be 
peculiar to the registrant’s business. 
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(b) Financial information about industry segments. 
(1) Industry segments. State for each of the regis- 
trant’s last five fiscal years or for each fiscal year the 
registrant has been engaged in business, whichever 
period is shorter, the amounts of revenue (with sales to 
unaffiliated customers and sales of transfers to other 
industry segments of the registrant shown separately), 
operating profit or loss and identifiable assets attribut- 
able to each of the registrant’s industry segments. (See 
Appendix A for a suggested tabular format for presen- 
tation of this information.) Include for those fiscal years 
for which financial statements are presented in the 
document the revenue, profit and asset information 
relating to those industry segments for which such 
information is included in the financial statements. For 
fiscal years for which financial statements are not 
presented in the document, set forth the revenue, profit 
and asset information included in the financia! state- 
ments for those years or which would have been 
included if segment financial information had been 
required. 


(i) The prior period information shall be 
retroactively restated in the following 
circumstances, unless not material, with 
appropriate disclosure of the nature and 
effect of the restatement: 


(A) When the financial statements of the 
registrant as a whole have been retroactively 
restated. 


(B) When there has been a change in the 
way the registrant’s products or services are 
grouped into industry segments and such 
change affects the segment information 
being reported. Restatement is not required 
when a registrant’s reportable segments 
change solely as a result of change in the 
nature of its operations or as a result of a 
segment losing or gaining in significance. 


(ii) If intersegment sales/transfers or 
purchases were made at prices substantially 
higher or lower than prevailing market 
prices or at prices substantially higher or 
lower than those charged to or received from 
unaffiliated parties for similar products or 
services and the effect of this pricing 
practice on the reported revenue and/or 
operating profit or loss of a segment is 
material to an understanding of the segment 
information, disclose the basis of accounting 
for such transfers. In addition, discuss the 
effect of the transfers on revenue and/or 
operating profit or loss of the segments. 
(See Instruction 3 to Item 1(b)(1).) If 
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practicable, the discussion should indicate 
the estimated or approximate amounts of 
revenue and operating profit or loss which 
the particular segment would have had or 
the percentage of increase or decrease in the 
amounts of reported revenue and operating 
profit or loss if the intersegment 
sales/transfers or purchases had been made 
at the prevailing market price or at the price 
changed to or received from unaffiliated 
parties. 


(iii) If the registrant includes in the 
document interim period financial informa- 
tion, discuss any facts relating to the per- 
formance of any of the segments during the 
period which, in the opinion of manage- 
ment, indicate that the five year segment 
financial data may not be indicative of 
current or future operations of the segment. 
Comparative financial information shall be 
included to the extent necessary to the dis- 
cussion. 


Instructions to Item 1(b)(1). 1. See Item 1(b)(2) with 
respect to information for fiscal years beginning before 
December 16, 1976. 


2. To the extent that the financial information 
included pursuant to this item complies with generally 
accepted accounting principles, the registrant may 
include in its financial statements a cross reference to 
this data in lieu of presenting duplicative information 
about its segments in the financial statements. 


3. In determining what information about the industry 
segments is material to an understanding of the regis- 
trant’s business taken as a whole and therefore should 
be disclosed, the registrant should take into account 
both quantitative and qualitative factors such as the 
significance of the matter to the registrant (for 
example, whether a matter with a relatively minor 
impact on the company’s business is represented by 
management to be important to its future profitability), 
the pervasiveness of the matter (for example, whether 
it affects or may affect numerous items in the segment 
information) and the impact of the matter (for example, 
whether it distorts the trends reflected in the segment 
information). Situations may arise when information 


should be disclosed about a segment, although the 


information in quantitative terms may not appear 
significant to the registrant’s business taken as a 
whole. 


(2) Information as to lines of business. For fiscal years 
beginning before December 16, 1976, the revenue, 
income and any necessary explanatory information 
relating to lines of business included by the registrant 
in a document filed with the Commission prior to 





December 16, 1977 pursuant to the disclosure rules 
promulgated under the federal securities acts may be 
furnished in lieu of the industry segment information 
required by paragraph (b)(1) for such years. The lack of 
comparability of the historical line of business infor- 
mation with the industry segment information shall be 
explained. 

(c) Narrative description of business. 

(1) Describe the business done and intended to be 
done by the registrant and its subsidiaries focusing 
upon the registrant’s dominant industry segment or 
each reportable industry segment about which financial 
information is presented in the financial statements. 
The description of each such segment shall include the 
information specified in paragraphs (i) through (x) 
below to the extent material to an understanding of the 
registrant’s business taken as a whole. In determining 
what information about a company’s industry segments 
is material and should be disclosed, the registrant 
should take into account both quantitative and 
qualitative factors such as the significance of the matter 
to the registrant (for example, whether a matter with a 
relatively minor impact on the company’s business is 
represented by management to be important to its 
future profitability), the pervasiveness of the matter 
(for example, whether it affects or may affect numerous 
items in the segment information) and the impact of the 
matter (for example, whether it distorts the trends 
reflected in the segment information). Situations may 
arise when information should be disclosed about a 
segment although the information in quantitative terms 
may not appear material to the registrant’s business 
taken as a whole. The descriptions of the segments may 
vary in scope and detail as a result of the importance of 
the segments to a registrant’s business and the 
materiality of the class of information discussed as to 
each. 


(i) The principal products produced and 
services rendered by the registrant in the 
industry segment and the principal markets 
for, and methods of distribution of, the 
segment’s principal products and services. 
In addition, state for each of the last five 
fiscal years the amount or percentage of 
total revenue contributed by any class of 
similar products or services which accounted 
for 10 percent or more of the consolidated 
revenue in either of the last two fiscal years 
or 15 percent or more of consolidated 
revenue if total revenue did not exceed 
$50,000,000 during either of such fiscal 
years. 


(ii) A description of the status of a product 
or segment (e.g., whether in the planning 


stage, whether prototypes exist, the degree 
to which product design has progressed or 
whether further engineering is necessary), if 
there has been a public announcement of, or 
if the registrant otherwise has made public 
information about, a new product or 
industry segment which would require the 
investment of a material amount of the 
assets of the registrant or which otherwise is 
material. This paragraph is not intended to 
require disclosure of otherwise nonpublic 
corporate information the disclosure of 
which would adversely affect the regis- 
trant’s competitive position. 


Instruction. If the registrant has recently introduced a 
new product or begun to do business in a new industry 
segment or has made public its intentions to introduce a 
new product or to do business in a new industry 
segment and this action requires the investment of a 
material amount of the assets of the registrant or 
otherwise is material, the staff may request registrants 
to provide certain supplemental information. Where 
appropriate, registrants may be requested to furnish to 
the staff supplementally copies of any studies prepared 
for the registrant by outside persons or any internal 
studies, documents, reports or memoranda the 
contents of which were material to the decision to 
develop the product or do business in the new segment 
including, but not limited to, documents relating to 
financing requirements and engineering, competitive, 
environmental and other considerations but excluding 
technical documents. Upon request and where 
consistent with the protection of investors and with the 
Freedom of Information Act, 5 U.S.C. 552, the supple- 
mental information will be returned to the registrant. 


(iii) The sources and availability of raw 
materials. 


(iv) The importance to the industry segment 
and the duration and effect of all patents, 
trade marks, licenses, franchises and con- 
cessions held. 


(v) The extent to which the business of the 
industry segment is or may be seasonal. 


(vi) The practices of the registrant and the 
industry relating to working capital items 
(e.g., where the registrant is required to 
carry significant amounts of inventory to 
meet rapid delivery requirements of 
customers or to assure itself of a continuous 
allotment of goods from suppliers; where 
the registrant provides rights to return 
merchandise; or where the registrant has 


SEC DOCKET/1233 





provided extended payment terms to 
customers). 


(vii) The dependence of the segment upon a 
single customer or a few customers the loss 
of any one or more of whom would have an 
adverse effect on the segment. The name 
and relationship, if any, of each such 
customer to the registrant shall be disclosed 
if sales to the customer are made by the 
segment in an amount which is equal to 10 
percent or more of the registrant’s 
consolidated revenue. For this purpose, a 
group of customers under common control 
and, if material, customers which are 
affiliates of each other shall be regarded as a 
single customer. 


(viii) The dollar amount of backlog orders 
believed to be firm, as of a recent date and 
as of a comparable date in the preceding 
fiscal year, together with an indication of the 
portion thereof not reasonably expected to 
be filed within the current fiscal year, and 
seasonal or other material aspects of the 
backlog. 


{ix) A description of any material portion of 
the business which may be subject to 
renegotiation of profits or termination of 
contracts or subcontracts at the election of 
the Government. 


(x) Competitive conditions in the business 
involved including, where material, the 
identity of the particular markets in which 
the registrant competes, an estimate of the 
number of competitors and the registrant’s 
competitive positions, if known or reason- 
ably available to the registrant. Separate 
consideration shall be given to the principal 
products or services or classes or products or 
services of the segment, if any. Generally, 
the names of competitors need not be 
disclosed. The registrant may include such 
names, unless in the particular case the 
effect of including the names would be 
misleading. Where the registrant knows or 
has reason to know that one or a small 
number of competitors are dominant in the 
industry, however, they should be identi- 
fied. The principal methods of competition 
(e.g., price, service, warranty or product 
performance) should be identified and 
positive and negative factors pertaining to 
the competitive position of the registrant, to 
the extent that they exist, should be 
explained if known or reasonably available 
to the registrant. 
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(2) The matters specified in paragraphs (i) through 
(iv) below shall be discussed with respect to the 
registrant’s business in general. Where material, 
identify the industry segments to which these matters 
are significant. 


(i) If material, the estimated amount spent 
during each of the last two fiscal years on 
company-sponsored research and develop- 
ment activities determined in accordance 
with generally accepted accounting princi- 
ples. In addition, state the estimated dollar 
amount spent during each of such years on 
material customer-sponsored research activ- 
ities relating to the development of new 
products, services or techniques or the 
improvement of existing products, services 
or techniques. 


(ii) The identity of any customer(s) to which 
sales are made in an amount which equals 
10 percent or more of the registrant’s 
consolidated revenue and the relationship, if 
any, of each such customer to the registrant. 
For this purpose, a group of customers 
under common control and, if material, 
customers which are affiliates of each other 
shall be regarded as a single customer. 


(iii) Appropriate disclosure shall also be 
made as to the material effects that com- 
pliance with Federal, State and local pro- 
visions which have been enacted or adopted 
regulating the discharge of materials into 
the environment, or otherwise relating to 
the protection of the environment, may have 
upon the capital expenditures, earnings and 
competitive position of the registrant and its 
subsidiaries. The registrant shall disclose 
any material estimated capital expenditures 
for environmental control facilities for the 
remainder of its current fiscal year and its 
succeeding fiscal year and for such further 
periods as the registrant may deem 
material. 


(iv) The number of persons employed by the 
registrant. 


(d) Financial information about foreign and domestic 
operations and export sales. State for each of the 
registrant’s last five fiscal years, or for each fiscal year 
beginning after December 15, 1976, or for each fiscal 
year the registrant has been engaged in business, 
whichever period is shortest, the amounts of revenue 
(with sales to unaffiliated customers and sales or 
transfers to other geographic areas shown separately), 





profitability, and identifiable assets attributable to each 
of the registrant’s geographic areas and the amount of 
export sales in the aggregate or by appropriate 
geographic area to which the sales are made. (See 
Appendix B for a suggested tabular format for 
presentation of this information.) Include for those 
fiscal years for which financial statements are 
presented in the document the revenue, profitability, 
asset and export sales information included in such 
financial statements. For fiscal years for which financial 
statements are not presented in the document, set forth 
the revenue, profitability, asset and export sales infor- 
mation included in the financial statements for those 
fiscal years. 


(1) The prior period information shall be retroactively 
restated in the following circumstances, unless not 
material, with appropriate disclosure of the nature and 
effect of the restatement: 


(i) When the financial statements of the 
registrant as a whole have been retroactively 
restated. 


(ii) When there has been a change in the 
way a registrant’s foreign operations are 
grouped into geographic areas and such 
change affects the geographic area 
information being reported. Restatement is 
not required when a registrant’s geographic 
areas change as a result of a change in the 
nature of operations or as a result of an area 
losing or gaining in significance. 


(2) Any risks attendant to the foreign operations and 
any dependence of one or more of the registrant’s 
industry segments upon such foreign operations shall 
be described unless it would be more appropriate for this 
matter to be discussed in connection with the description 
of one or more of the registrant’s industry segments 
pursuant to paragraph (c)(1) above. 


(3) If intraenterprise sales/transfers or purchases 
were made at prices substantially higher or lower than 
prevailing market prices or at prices substantially 
higher or lower than those charged to or received from 
unaffiliated parties for similar products or services and 
the effect of this pricing practice on the reported 
revenue and/or profitability or loss of a geographic area 
is material to an understanding of the geographic 
information, disclose the basis of accounting for such 
transfers. In addition, discuss the effect of the transfers 
on revenue and/or profitability of the geographic areas. 
(See Instruction 4 to Item 1(d).) If practicable, the 
discussion should indicate the estimated or 
approximate amounts of revenue and _ profitability 
which the particular geographic area would have had or 
the percentage of increase or decrease in the amounts of 
reported revenue and profitability if the intraenterprise 


sales/transfers or purchases had been made at the 
prevailing market price or at the price charged to or 
received from unaffiliated parties. 


(4) If the registrant includes in the document interim 
period financial information, discuss any facts relating 
to the information furnished pursuant to this paragraph 
(d) which, in the opinion of management, indicate that 
the five year financial data for foreign and domestic 
operations or export sales may not be indicative of 
current or future operations. Comparative information 
shall be included to the extent necessary to the 
discussion. 


Instructions to Item 1(d). 1. The determination 
whether information about foreign and domestic 
operations and export sales is required in the document 
for a particular year shall be based upon an evaluation 
of interperiod comparability. For instance, interperiod 
comparability would most likely require that foreign 
and domestic operations and export sales that have 
been significant in the past and are expected to be 
significant in the future be regarded as reportable even 
though they are not significant in the current fiscal 
year. 


2. Information about the foreign operations of bank 
holding companies may be furnished pursuant to Guide 
61 under the Guides for Preparation and Filing of 
Registration Statements under the Securities Act of 
1933 [17 CFR Part 231] or Guide 3 of the Guides for the 
Preparation and Filing of Reports and Proxy and 
Registration Statements under the Securities Exchange 
Act of 1934 [17 CFR Part 241] in lieu of this paragraph. 


3. See Instruction 2 to Item 1(b)(1). 


4. In determining what information about the 
geographic areas and export sales is material to an 
understanding of the registrant’s business taken as a 
whole and therefore should be disclosed, the registrant 
should take into account both quantitative and 
qualitative factors such as the significance of the matter 
to the registrant (for example, whether a matter with a 
relatively minor impact on the company’s business is 
represented by management to be important to its 
future profitability), the pervasiveness of the matter 
(for example, whether it affects or may affect numerous 
items of the information) and the impact of the matter 
(for example, whether it distorts the trends reflected in 
the geographic area or export sales information). 
Situations may arise when information should be 
disclosed about the geographic areas or export sales, 
although the information in quantitative terms may not 
appear significant to the registrant’s business taken as 
a whole. 


(e) The Commission may, upon written request of the 
registrant, and where consistent with the protection of 
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investors, permit the omission of any of the information 
herein required or the furnishing in substitution thereof 
of appropriate information of comparable character. In 
addition to the information expressly required to be 
included in the registration statement, report, or proxy 
or information statement, there shall be added such 
further material information, if any, as may be 
necessary to make the required statements, in the light 
of the circumstances under which they are made, not 
misleading. 


APPENDIX A—Industry Segments 


The table set forth below is illustrative of the format 
that might be used for presenting the segment 
information required by paragraphs (b) and (c)(1)(i) of 
Item 1 of Regulation S-K regarding industry segments 
and classes of similar products or services. 





Financial Information Relating to Industry Segments 
and Classes of Products or Services 


Sales to unaf- 
filiated customers 


Industry Segment A 
Class of Product 1 
Class of Product 2 

Industry Segment B 
Class of Product 1 
Class of Product 2 

Industry Segment C 

Other Industries 


Intersegment 
sales or trans- 
fers 


industry Segment A 
industry Segment B 
Industry Segment C 
Other Industries 


Operating 
profit or 
loss 


Industry Segment A 
Industry Segment B 
Industry Segment C 
Other Industries 


Identifiable 
assets 


Industry Segment A 
Industry Segment B 
Industry Segment C 
Other Industries 


Year Year Year Year Year 
1 2 3 4 5 





APPENDIX B—Foreign and Domestic Operations and 
Export Sales 


The table set forth below is illustrative of the format 
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that might be used for presenting the segment informa- 
tion required by paragraph (d) of Item 1 of Regulation 
S-K regarding foreign and domestic operations and 
export sales. 








Financial Information Relating to Foreign and Domestic 
Operations and Export Sales 


Sales to 
unaffiliated 
customers 


United States* 
Georgraphic Area A 
Geographic Area B 


United States 
Geographic Area A 
Georgraphic Area B 


Sales or 
transfers between 
geographic areas 


United States 
Georgraphic Area A 
Georgraphic Area B 


Operating 
profit or 
loss** 


identifiable 
assets 


United States 
Geographic Area A 
Geographic Area B 


Export sales United States *** 


Year Year Year Year 
1 2 3 4 





* Or appropriate area of domestic operations. 


n* 


eee 


Or some other reasonable measure of profitability as used in the financial statements. 
Identify the geographic areas to which the sales are made, if appropriate. 





Item 2. Description of property. 


(a) State briefly the location and general character of 
the principal plants, mines and other materially 
important physical properties of the registrant and its 
subsidiaries. In addition, identify the industry 
segment(s) which use the properties described. If any 
such property is not held in fee or is held subject to any 
major encumbrance, so state and briefly describe how 
held. 


Instructions. 1. What is required is such information 
as will reasonably inform investors as to the suitability, 


adequacy, productive capacity and extent of utilization 
of the facilities used by the registrant. Detailed 
descriptions of the physical characteristics of individual 
properties or legal descriptions by metes and bounds 
are not required and should not be given. 


2. In determining whether properties should be 
described, the registrant should take into account both 
quantitative and qualitative factors. See Item 1(c)(1). 


3. In the case of an extractive enterprise, material 
information should be given as to production, reserves, 
locations, developments and the nature of the 
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registrant's interest. Where individual properties are of 
major significance to an industry segment (i) more 
detailed information concerning these matters should 
be furnished, including the results of development in 
the area and significant geological structures and 
formations, where appropriate, and (ii) appropriate 
maps should be used to disclose location data of 
significant properties except where numerous maps 
would be required. Where the report of an engineer or 
other expert is referred to in the prospectus, a copy of 
the full report normally should be furnished as supple- 
mental information but not as a part of the registration 
statement. 


(b) Where oil and gas operations are material to the 
registrant's business operations or financial position, 
disclose the following under appropriate captions: 


Note: This paragraph (b) shall not apply to filings by 
limited partnerships, or joint ventures that conduct, 
operate, manage, or report upon oil and gas drilling or 
income programs which acquire properties either for 
drilling and production, or for production of oil, gas or 
geothermal steam or water. 


(1) Estimates as of a reasonably current date of 
proved developed and proved undeveloped future net 
recoverable oil and gas by appropriate geographic 
area(s), such as by continent or by country, except that 
United States reserves shali be show separately. (See 
Instruction 3 with respect to estimates of foreign 
reserves.) 


(2) Net oil and gas production for oil in barrels and 
gas in MCF for each of the last five years, by areas no 
larger than the geographic areas used for estimated 
reserves in paragraph (b)(1) above. (See instruction 4.) 


(3) As of areasonably current date or as of the end of 
the year being reported on, the total gross and net 
productive wells, expressed separately for oil and for 
gas, and the total gross and net producing acres. For 
purposes of this requirement, one or more completions 
in the same bore hole shall be counted as one well. A 
footnote shal! disclose the number of wells with 
multiple completions. (See Instruction 5.) 


(4) The availability of oil and gas from the present 
reserve or contract supply for at least one year from the 
“‘as of’? date of the reserve estimate provided in 
paragraph (b)(1) above. (See Instruction 6.) 


(5) Any proved oil or gas reserve estimates filed with 
or included in reports to any other federal or foreign 
governmental authority or agency within the last year 
(or a statement that there were none), together with the 
name of the authority or agency and an explanation of 
the reasons for differences, if any, between such 
estimates and the estimates included in the registration 
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statement (See Instruction 7 with respect to filings with 
foreign authorities or agencies.) 


(6) As of areasonably current date or as of the end of 
the year being reported on, the amounts of 
undeveloped acreage, both leases and concessions, if 
any, expressed in both gross and net acres by state, 
country, or other appropriate geographic area, together 
with an indication of acreage concentrations, and, 
where material, the minimum remaining terms of 
leases and concessions. (See Instruction 8.) 


(7) Present activities, such as the number of wells in 
process of drilling, waterfloods in process of 
installation, pressure maintenance operations, and any 
other related operations of material importance. (See 
Instruction 9.) 


Instructions. 1. The required information should be 
furnished in tabular form whenever practicabie. 


2. Estimates of future recoverable oil and gas shall be 
limited to proved developed and proved undeveloped 
future net recoverable reserves. For purposes of this 
instruction, ‘‘proved reserves’’ are defined to be those 
estimated quantities of crude oil, natural gas and 
natural gas liquids which geological and engineering 
data demonstrate with reasonable certainty to be 
recoverable in future years from known reservoirs 
based upon prices and costs existing at the time the 
estimate is made. 


Reservoirs are considered proved if economic produc- 
ibility is supported by either actual production or 
conclusive formation tests. 


For classification purposes, results from drill-stem 
and/or wire-line tests may be considered as conclusive 
formation tests, but results based solely on core 
analysis, and/or electric or other log interpretations are 
not considered to be conclusive formation tests. 


The area of an oil or gas reservoir considered proved 
includes: (1) that portion delineated by drilling and 
defined by gas-oil or oil-water contacts, if any; and (2) 
the immediately adjoining portions not yet drilled, 
but which can be reasonably judged as economically 
productive on the basis of available geological and 
engineering data. In the absence of information on fluid 
contacts, the lowest known structural occurrence of 
hydrocarbons controls the lower proved limit cf the 
reservoir. It is not necessary that production, gathering 
or transportation facilities be in place or operative. 
However, it should be reasonably certain that such 
facilities will be installed in the future. 


Depending upon their status of development, proved 
reserves shall be subdivided into the following classifi- 
cations: 





(a) Proved Developed Reserves. These are proved 
reserves which can be expected to be recovered 
through existing wells with existing equipment and 
operating methods. This classification shall include: 


(i) Proved Developed Producing Reserves. 
These are proved developed reserves which 
are expected to be produced from existing 
completion interval(s) now open for 
production in existing wells; and 


(ii) Proved Developed Non-Producing Re- 
serves. These are proved developed 
reserves which exist behind the casing of 
existing wells, or at minor depths below the 
present bottom of such wells, which are 
expected to be produced through these wells 
in the predictable future, where the cost of 
making such oil and gas available for 
production should be relatively small 
compared to the cost of a new well. 


Additional oil and gas expected to be 
obtained through the application of fluid 
injection or other improved recovery tech- 
niques for supplementing the natural forces 
and mechanisms of primary recovery should 
be included as ‘‘Proved Developed 
Reserves’’ only after testing by a pilot 
project or after the operation of an installed 
program has confirmed through production 
response that increased recovery will be 
achieved. 


(b) Proved Undeveloped Reserves. These are proved 
reserves which are expected to be recovered from new 
wells on undrilled acreage, or from existing wells where 
a relatively major expenditure is required for recom- 
pletion. Reserves on undrilled acreage shall be limited 
to those drilling units offsetting productive units, which 
are reasonably certain of production when drilled. 
Proved reserves for other undrilled units can be 
claimed only where it can be demonstrated with 
certainty that there is continuity of production from the 
existing productive formation. 


Under no circumstances should estimates for proved 
undeveloped reserves be attributable to any acreage for 
which an application of fluid injection or other improved 
recovery technique is contemplated, unless such 
techniques have been proved effective by actual tests in 
the area and in the same reservoir. If warranted, 
however, a narrative discussion can be provided to 
point out those areas where future drilling or other 
operations may develop oil and gas production which at 
the time of filing is considered too uncertain to be 
expressed as numerical estimates for proved reserves. 


3. (a) Consideration should be given to the effect on 
ownership of reserves of any takeover or nationalization 
by foreign governments of properties owned by the 
registrant, including any possible change of a property 
interest into a long-term supply, purchase, or similar 
agreement. 


(b) The amounts of oil and gas subject to purchase 
under long-term supply, purchase, or similar agree- 
ments with foreign governments or authorities should 
be disclosed separately under paragraph (b)(1) when 
such agreements cover ali or part of the registrant’s 
reserves under a previous equity interest, or when the 
registrant has invested monies in foreign prospects, or 
has some special arrangement. 


(c) When any foreign government restricts the 
disclosure of estimated reserves for properties under 
their governmental authority, or amounts under 
long-term supply, purchase, or similar agreements to 
be disclosed pursuant to Instruction 3(b), the registrant 
need not disclose such estimates or amounts but should 
identify the country and indicate that the reported 
reserves estimates or amounts do not include figures 
for the named country. 


4. (a) Generally, ‘‘net’’ production should include only 
that production which is owned by the registrant and 
produced to that party’s iriterest. Such ‘‘net’’ 
production shall refer to production that is ‘‘net after 
royalty.’’ However, in special situations (e.g., foreign 
production) ‘‘net before royalty’’ production figures 
may be provided if more practical and/or useful. If ‘‘net 
before royalty’’ production figures are furnished, the 
change from the common usage of ‘‘net production’’ 
should be noted. 


(b) Production of oil, gas, condensate, and natural gas 
liquids should be reported separately. in addition, any 
part of the natural gas liquids production obtained 
through or from processing plant ownership, rather than 
through leasehold ownership should be _ reported 
separately, where material. 


(c) The amounts of oil and gas purchased under 
long-term supply, purchase, or similar agreements with 
foreign governments or authorities should be disclosed 
separately under paragraph (b)(2) when such purchases 
represent the registrant’s production, or partial 
production, under a previous equity interest, or when 
the registrant has invested monies in foreign prospects 
or has some special arrangement. 


(d) Any gas used to enhance production shall not be 
disclosed as produced until such time as it is sold. 


5. Definition of gross and net for wells and acres. 
(a) A gross well is a well in which an interest is owned. 
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The number of gross wells is the total number of wells 
in which an interest is owned. 


(b) A net well is deemed to exist when the sum of 
fractional ownership interests in gross wells equals 
one. The number of net wells is the sum of the 
fractional interests owned in gross wells expressed as 
whole numbers and fractions thereof. 


(c) A gross acre is an acre in which an interest is 
owned. The number of gross acres is the total number 
of acres in which an interest is owned. 


(d) A net acre is deemed to exist when the sum of the 
fractional ownership interests in gross acres equals 
one. The number of net acres is the sum of the 
fractional interests owned in gross acres, expressed as 
whole numbers and fractions thereof. 


Note: For those unusual situations where gross and 
net data cannot be supplied, any alternative disclosure 
furnished should set forth adequately the registrant’s 
position with respect to productive wells and producing 
acres. 


6. The term ‘‘availability’’ is defined to be an 
estimate of that quantity of oil and gas which can be 
produced from current proved developed reserves 
using presently installed equipment under presently 
existing economic and operating conditions in a given 
future time period, such as a day, a month, or a year. 
Such estimate shall be based on past performance, and 
shall represent an estimate of the amount of oil and gas 
that can be produced for a future time period from 
existing proved developed reserves under normal 
operations with prices and costs existing at the time the 
estimate is made. Such estimates of available oil and 
gas should be stated for a minimum of one year but for 
no more than five years. 


Note: See paragraph (b) of Guide 28 under the 
Securities Act of 1933 or Guide 2 under the Securities 
Exchange Act of 1934 for the definition of 
‘‘availability’’ which is to be used with respect to gas 
supplies of companies engaged in the gathering, trans- 
mission, or distribution of natural gas. 


7. The requirements in paragraph (b)(5) relating to 
estimates filed with a foreign governmental authority or 
agency shall not apply if: 


(a) The total foreign reserve estimate included in the 
Commission filing does not exceed 5 percent of the total 
reserved estimate; or 


(b) The difference between the foreign reserve 
estimate included in the Commission filing and the 
reserve estimate filed with the governmental authority 
or agency does not exceed five percent. 


1240/SEC DOCKET 


Notes: 1. A statement that the foreign reserve 
estimate or the difference, whichever is applicable, 
does not exceed five percent shall also be included. 


2. See Instruction 3 when foreign governments restrict 
disclosure of estimated reserves. 


8. For purposes of paragraph (b)(6), the term ‘‘unde- 
veloped acreage’’ is considered to be those lease acres 
not now held by production. The term should not be 
confused with that acreage for which proved 
undeveloped reserves can be estimated. 


9. (a) Present activities required to be disclosed 
pursuant to paragraph (b)(7) should be provided for an 
‘tas of’’ date as close to the date of filing a registration 
statement as reasonably possible or as of the end of the 
year being reported on. 


(b) The disclosure for wells in the process of being 
drilled should include only those wells actually being 
drilled at the ‘‘as of’’ date explained in Instruction 9(a), 
and should be expressed in terms of both gross and net 
wells. 


(c) The disclosure should not include wells planned but 
not commenced, unless there are factors involved 
which make such information material. 


2. Parts 239 and 249 of 17 CFR Chapter II are 
amended as follows: 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


PART 249—FORMS, SECURITIES EXCHANGE ACT 
OF 1934 


a. Item 9 of Form S-1 is amended to read as follows: 
§239.11 Form S-1, registration statement under the 
Securities Act of 1933 


* * 


Item 9. Description of Business. 


The description of the business shall include the infor- 
mation required by Item 1 of Regulation S-K, 17 CFR 
229.20. 


b. Paragraphs (b) and (d) of Item 5 of Form S-7 are 
amended to read as follows: 


§239.26 Form S-7, for registration under the Securities 
Act of 1933 of securities of certain issuers. 


* * * * 


Item 5. Business. 





(a) wee 


(b) The financial information relating to industry 
segments and classes of similar products or services 
shall be furnished in accordance with the provisions of 
paragraphs (b) and (c)(1)(i) of Item 1 of Regulation S-K, 
17 CFR 229.20. 


(c) Ree 


(d) The financial information relating to foreign and 
domestic operations and export sales shall be furnished 
in accordance with the provisions of paragraph (d) of 
Item 1 of Regulation S-K, 17 CFR 229.20. 


(e) reek 


(f) Information about oil and gas reserves shall be 
furnished in accordance with the provisions of 
paragraph (b) of Item 2 of Regulation S-K, 17 CFR 
229.20. 


oe” 


c. Paragraphs (a) of Item 18 of Form S-8 is amended to 
read as follows: 


§239.16b Form S-8, for registration under the Securities 
Act of 1933 of securities to be offered to employees 
pursuant to certain plans. 


* * 


(a) Include a description of the business done by the 
issuer and its subsidiaries during the fiscal year which 
will, in the opinion of management, indicate the 
general nature and scope of the business of the issuer 
and its subsidiaries. The financial information relating 
to the issuer’s industry segments, classes of similar 
products or services, foreign and domestic operations 
and export sales shall be furnished in accordance with 
the provisions of paragraphs (b), (c)(1)(i) and (d) of 
Item 1 of Regulation S-K, 17 CFR 229.20. 


* * * * 


d. Item 1 of Form 10 is amended to read as follows: 


§249.210 Form 10, general form for registration of 
securities pursuant to section 12(b) or (g) of the 
Securities Exchange Act of 1934. 


* * * 


Item 1. Business. 

The description of the business shall include the 
information required by Item 1 of Regulation S-K, 17 
CFR 229.20. 


e. Item 1 of Form 10-K is amended to read as follows: 


§249.310 Form 10-K, annual report pursuant to section 
13 or 15(d) of the Securities Exchange Act of 1934. 


* * * * * 


Item 1. Business. 

The description of the business shall include the 
information required by Item 1 of Regulation S-K, 17 
CFR 229.20, except that the discussion of the develop- 
ment of the registrant’s business need only include 
developments since the beginning of the fiscal year. 


f. Item 10 of Form S-1, Item 3 of Form 10 and Item 3 
of Form 10-K are amended to read as follows: 


§239.11 Form S-1, registration statement under the 
Securities Act of 1933. 


§249.210 Form 10, general form for registration of 
securities pursuant to section 12(b) or (g) of the 
Securities Exchange Act of 1934. 


§249.310 Form 10-K, annual report pursuant to section 
13 or 15(d) of the Securities Exchange Act of 1934. 


* * * * 


Properties. 


Information relating to properties shall be furnished in 
accordance with the provisions of Item 2 of Regulation 
S-K, 17 CFR 229.20. 


g. Paragraph (a) of Instruction 13 of the Instructions as 
to Exhibits of Form S-1 and Paragraph (a) of Instruction 
9 of the Instructions as to Exhibits of Form 10 are 
amended to read as follows: 


§239.11 Form S-1, registration statement under the 
Securities Act of 1933. 


§249.210, Form 10, general form for registration of 
securities pursuant to section 12(b) of (g) of the 
Securities Exchange Act of 1934. 


* * * 


(a) Copies of every contract not made in the ordinary 
course of business which is material to the registrant or 
is specifically referred to in the registrant’s discussion 
of its reportabie industry segments and to be performed 
in whole or in part at or after the filing of the 
registration statement or was entered into not more 
than two years before such filing, except contracts 
called for, or the omission of which is expressly 
authorized by the foregoing instructions. Only contracts 
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need be filed as to which: the registrant or subsidiary of 
the registrant is a party or has succeeded to a party by 
assumption or assignment, or in which the registrant or 
such subsidiary has a beneficial interest. 


3. Part 240 of 17 CFR Chapter I! is amended as 
follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


a. Item 14 of Securities Exchange Act Schedule 14A is 
amended to read as follows: 


§240.14a-101 Schedule 14A. Information required in 
proxy statements. 


* * 


Item 14. *** 
(b) ree 


(8) The financial information relating to the issuer’s 
industry segments, classes of similar products or 
services, foreign and domestic operations and export 
sales shall be furnished in accordance with the pro- 
visions of paragraphs (b), (c)(1)(i) and (d) of Item 1 
ofRegulation S-K, 17 CFR 229.20. 


* * * 


B. Paragraph (b)(6) of Rule 14a-3 and paragraph 
(a)(6) of Rule 14c-3 are amended to read as follows: 


§240.14a-3 Information to be furnished security 
holders. 


§240.14c-3 Annual report to be furnished security 
holders. 


(6) The report shall contain information relating to the 
issuer’s industry segments, classes of similar products 
or services, foreign and domestic operations and export 
sales furnished in accordance with the provisions of 
paragraphs (b), (c)(1)(i) and (d) of Item 1 of Regulation 
S-K, 17 CFR 229.20. 


* * 


(Secs. 6, 7, 8, 10, 19(a), 48 Stat. 78, 79, 81, 85; secs. 12, 
13, 14, 15(d), 23(a), 48 Stat. 892, 894, 901; secs. 205, 
209, 48 Stat. 906, 908; sec. 203(a), 49 Stat. 704; secs. 1, 
3, 8, 49 Stat. 1375, 1377, 1379; sec. 301, 54 Stat. 857; 
secs. 8, 202, 68 Stat. 685, 686; secs. 3, 4, 5, 6, 78 Stat. 
565-568, 569, 570-574; sec. 1, 79 Stat. 1051; secs. 1, 2, 
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3, 82 Stat. 454, 455; secs. 1, 2, 3-5, 28(c), 84 Stat. 1435, 
1497; sec. 105(b), 88 Stat. 1503; secs. 8, 9, 10, 11, 18, 89 
Stat. 117, 198; 119; 121-155: 15'U°S.C. 77f, 77g; 77h, 
77)j, 77s(a), 781, 78m, 78n, 781(d), 78w(a).) 


STATUTORY AUTHORITY FOR AMENDMENTS 


The foregoing amendments to Forms S-1, S-7 and S-8 
are adopted pursuant to section 6, 7, 8, 10, and 19(a) of 
the Securities Act and the revisions submitted as to 
Forms 10 and 10-K and to Regulation 14A are adopted 
pursuant to sections 12, 13, 14, 15(d) and 23(a) of the 
Exchange Act, sections 12(e) and 20(a) of the Public 
Utility Holding Company Act of 1935, and sections 
20(a) and 38(a) of the Investment Company Act of 1940. 


Pursuaht to section 23(a)(2) of the Exchange Act, the 
Commission has considered the impact that these 
amendments might have on competition and has 
concluded that, to the extent the amendments impose 
burdens on competition, such burdens are necessary 
and appropriate in furtherance of the purposes of the 
securities laws. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5894/December 23, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10071/December 23, 1977 


DELEGATION OF AUTHORITY TO DIRECTOR OF 
DIVISION OF INVESTMENT MANAGEMENT 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rule. 


SUMMARY: The Commission is amending its rules 
governing the delegation of authority to the Director of 
its Division of Investment Management (‘‘Director’’). 
The new rule authorizes the Director to issue notices 
and orders under section 3(a)(2) of the Securities Act of 
1933 in connection with applications for exemption from 
the registration provisions of the Securities Act of 
interests in certain stock bonus, pension, profit- 
sharing, and annuity plans. Such authority is limited to 
applications which appear to the Director to present 
issues previously settled by the Commission, and which 





do not require in the public interest or the interest of 
investors that a hearing be held. In such cases, the 
delegation of authority will permit more timely 
processing of applications by eliminating the delay 
occasioned by seeking Commission approval of the 
issuance of notices and orders under section 3(a)(2). 


EFFECTIVE DATE: August 5, 1977. 


FOR FURTHER INFORMATION CONTACT: Law- 
rence R. Bardfeld, Office of Chief Counsel, Division of 
Investment Management, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. (202) 376-8056. 


SUPPLEMENTARY INFORMATION: In 1970, sec- 
tion 3(a)(2) [15 U.S.C. 77c(a)(2)] of the Securities Act of 
1933 [15 U.S.C. 77a et seq.] (‘‘Securities Act’’) was 
amended by adding, in pertinent part: 


The Commission, by rules and regulations 
or order, shall exempt from the provisions of 
section 5 of this title [15 U.S.C. 77e] any 
interest or participation issued in connection 
with a stock bonus, pension, profit-sharing, 
or annuity plan which covers employees 
some or all or whom are employees within 
the meaning of section 401(c)(1) of the 
Internal Revenue Code of 1954, if and to the 
extent that the Commission determines this 
to be necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended 
by the policy and provisions of this title. 


Since that amendment, the Commission has granted 
several applications for exemption under the authority 
conferred upon it. The Commission expects that other 
applicants will seek similar orders which present issues 
previously settled and which do not raise questions of 
fact or policy indicating that the public interest or the 
interest of investors requires that a hearing be held. 
The Commission therefore believes it is appropriate to 
delegate authority to the Director of the Division of 
Investment Management (‘‘Director’’) to take the 
following actions with respect to such applications: 


(1) To issue notices with respect to applica- 
tions for orders where, upon examination, 
the matter does not appear to the Director to 
present issues not previously settled by the 
Commission or to raise questions of fact or 
policy indicating that the public interest or 
the interest of investors requires that a 
hearing be held. 


(2) To authorize the issuance of orders 
where a notice has been issued and no 


request for a hearing has been received from 
any interested person within the period 
specified in the notice and the matter 
involved presents no issue that the Director 
believes has not previously been settled by 
the Commission and it does not appear to 
the Director to be necessary in the public 
interest or the interest of investors that a 
hearing be held. 


To accomplish this delegation of authority, the Com- 
mission hereby amends 17 CFR 200.30-5 by adding a 
new paragraph (b-1) to read as follows: 


§200.30-5 Delegation of authority to Director of Division 
of Investment Management. 


* * * 


(b-1) With respect to the Securities Act of 1933: 


(1) To issue notices with respect to applications for 
orders under section 3(a)(2) exempting from section 5 
interests or participations issued in connection with 
stock bonus, pension, profit-sharing, or annuity plans 
covering employees some or all of whom are employees 
within the meaning of section 401(c)(1) of the Internal 
Revenue Act of 1954 where, upon examination, the 
matter does not appear to him to present issues not 
previously settled by the Commission or to raise 
questions of fact or policy indicating that the public 
interest or the interest of investors requires that a 
hearing be held. 


(2) To authorize the issuance of orders where a notice 
has been issued and no request for a hearing has been 
received from any interested person within the period 
specified in the notice and the matter involved presents 
no issue that he believes has not been settled 
previously by the Commission and it does not appear to 
him to be necessary in the public interest or the interest 
of investors that a hearing be held. 


* * * 


The Commission finds that the foregoing action relates 
solely to agency management and personnel and, 
accordingly, that notice and prior publication for 
comment under the Administrative Procedure Act [5 
U.S.C. 553 et seq.] are unnecessary. 


(Pub. L. 91-567, 84 Stat. 1497 (15 U.S.C. 77c(a)(2)); 
Pub. L. 87-592, 76 Stat. 394, as amended by Pub. L. 
94-29, 89 Stat. 163 (15 U.S.C. 78d-1, 78d-2)). 

By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 5895/December 29, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14317/December 29, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20344/December 29, 1977 


ACCOUNTING SERIES 
Release No. 237/December 29, 1977 


Marketable Securities and Other Security Investments 
AGENCY: Securities and Exchange Commission. 


ACTION: Final rules. 

SUMMARY: The Commission hereby amends rules 
recently adopted regarding disclosures by commercial 
and industrial companies of investments in marketable 
securities and other security investments to clarify or 
modify the requirements of certain instructions to the 
schedule in which the securities are required to be 
listed. The effective date for these amendments coin- 
cides with the effective date specified for the rules 
previously adopted on September 8, 1977 in Accounting 
Series Release No. 226. 


DATE: Effective for financial statements for fiscal 
years ending after December 24, 1977. 


FOR FURTHER INFORMATION CONTACT: Robert 
R. Love (202-755-1773), or Edward R. Cheramy 
(202-376-8020), Office of the Chief Accountant, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: In Accounting 
Series Release No. 226, dated September 8, 1977 
(originally published in the Federal Register at 42 FR 
46512 and correction of §210.12-02 schedule published 
at 42 FR 51569), the Commission revised the disclosure 
requirements for commercial and industrial companies 
regarding investments in marketable securities and 
other security investments. The revisions were effected 
by amendments to Regulation S-X [17 CFR Part 210] in 
Captions 2 and 12 of §210.5-02, Schedule | of §210.5-04, 
and the captions and instructions in §210.12-02. 


Inquiries have been received, as summarized below, 
regarding certain of the revised captions and 
instructions to the schedule under §210.12-02, 
‘*Marketable securities—other security investments,”’ 
to which this release is responsive. 


A. Clarification was requested for the term ‘‘agency’’ 
as used in Instruction 1 of the Schedule under 
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§210.12-02, e.g., the United States Government and its 
agencies are to be class as one issuer of securities, in 
regard to whether a corporation in the private sector 
whose securities are guaranteed in whole or in part by a 
governmental unit could be considered an agency of 
that governmental unit for purposes of this instruction. 
For this purpose a corporation would not be considered 
an agency of the governmental unit unless it is wholly 
or partially owned by the governmental unit. The 
instruction with respect to the cross-referencing 
required between two issuers when one has guaranteed 
or otherwise supported the securities of the other is 
clarified in order to provide disclosure of any such 
supportive relationship between two issuers which 
cannot be grouped together as one issuer to enable a 
better evaluation of the investment risks of the 
securities of each issuer held by the registrant. 


B. Modification of Instruction 2a of the schedule 
under §210.12-02 regarding the grouping of securities 
was requested to permit grouping of individual issues 
whose cost or market value does not exceed two percent 
of total assets in order that extensive listings by 
individual issue of securities, the amounts of which are 
not significant for any issue, may be avoided, and to 
permit grouping of all security issues of the United 
States Government and its agencies whether or not they 
exceed two percent of total assets in view of their 
virtually risk free nature. 


Instruction 2a is amended to permit groupings for the 
U.S. Government and its agencies and reasonable 
groupings for other governmental and corporate issues. 


C. Requests were made for modification of the 
requirements of Schedule | of §210.5-04 to permit 
omission of the schedule prescribed by §210.12-02 if 
data required to be disclosed in the schedule are 
included in the related financial statements or in a note 
thereto. Registrants are reminded that omission of this 
or any other schedule may be permitted in these 
circumstances by paragraph (b) of §210.5-04 which 
states in part: ‘‘If the information required by any 
schedule (including the notes thereto) may be shown in 
the related financial statement or in a note thereto 
without making such statement unclear or confusing, 
that procedure may be followed and the schedule 
omitted.’’ 


COMMISSION ACTION: The Commission hereby 
amends Part 210 of 17 CFR Chapter II by revision of 
Instructions 1 and 2a in §210.12-02 to read as given 
below. 


§210.12-02 Marketable securities—other security 
investments. 


* 





(Instruction) 1 For the purpose of this schedule, each of 
the following groups of entities shall be considered as 
one issuer: (a) the United States Government and its 
agencies; (b) any state of the United States and its 
agencies; (c) a political subdivision of a state of the 
United States and its agencies; (d) a foreign 
government and its agencies and political subdivisions; 
and (e) a corporation and its majority owned subsidi- 
aries. If a security listed herein is guaranteed, spon- 
sored or otherwise supported by another issuer, 
provide, in a note keyed to the issuing entity and to the 
supporting entity if present in the listing, a brief 
description of the terms of such guarantee or other 
arrangements. 


(Instruction) 2(a): 


(i) all securities of the United States 
Government and its agencies (category 1 (a) 
above) may be grouped together and shown 
as a single item. 


(ii) for other governmental and corporate 
securities (categories 1(b), (c), (d) and (e) 
above): 


(1) state separately each individual issue 
with a cost or market value which equals or 
exceeds two percent of total assets; 


(2) reasonable groupings (e.g. by industry, 
type of security, similar investment risk, 
etc.), without enumeration, may be made of 
all other securities provided that the 
aggregate cost or aggregate market value of 
each group does not exceed two percent of 
total assets. Governmental securities 
(categories 1(b), (c) and (d)) should 
generally be grouped separately from 
corporate securities (category 1(e)). Securi- 
ties with investment risk factors that are 
significantly greater than normal for that 
class of issuer (e.g. interest in default, 
corporation in bankruptcy, etc.) should be 
listed or grouped separately with a brief 
explanation of the abnormal risk factors. 


Inasmuch as the above described amendments merely 
clarify one instruction and relieve a restriction in a 
narrow area in another instruction under §210.12-02, 
the Commission as authorized by Section 4(b) and (c) (5 
U.S.C. 553(b), (d)), of the Administrative Procedure 
Act, for good cause finds that notice and public 
procedure thereon is unnecessary and these amend- 
ments shall be effective for fiscal years ending after 
December 24, 1977. 


The amendments are adopted pursuant to authority in 
Sections 6, 7, 8, 10 and 19(a) [15 U.S.C. 77f, 77g, 77h, 
77j, and 77s] of the Securities Act of 1933; Sections 12, 
13, 15(d) and 23(a) [ 15 U.S.C. 781, 78m, 780(d) and 
78w] of the Securities Exchange Act of 1934; and 
Sections 5(b), 14 and 20(a) [15 U.S.C. 79e, 79n, and 79t] 
of the Public Utility Holding Company Act of 1935. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14303/December 22, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities and 
Exchange Act of 1934 (‘‘Exchange Act’’), the single 
ten-day suspension of exchange and over-the-counter 
trading for the period commencing at 10:45 a.m. (EST) 
on December 22, 1977 and terminating at midnight 
(EST) on December 31, 1977 of the securities of 
Pharmacare, Inc. (‘‘Pharmacare’’), a Delaware 
corporation with principal executive offices located at 
7111 Ulmerton Road, Largo, Florida 33540. 


The Commission initiated the suspension of trading in 
Pharmacare’s securities because it has failed to file 
with the Commission at least its annual report on Form 
10-K for its fiscal year ended June 30, 1977 and its 
quarterly report tor its quarter ended September 30, 
1977, resulting in the lack of adequate and accurate 
public information about the company’s operations and 
financial condition. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 


SEC DOCKET/1245 





the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14304/December 22, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5891/December 22, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14305/December 22, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5892/December 22, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14306/December 23, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5893/December 23, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14307/December 23, 1977 
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NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, Inc. 


File No. SR-NASD-77-23 


The National Association of Securities Dealers, Inc. 
(‘‘NASD’’) submitted on December 23, 1977, a pro- 
posed rule change under Rule 19b-4 which would 
provide for regulation by the NASD of its members’ 
activities concerning exchange listed options. The 
proposed rules include regulation of both trading and 
sales practices regarding such options, and would only 
apply to those NASD members who are not members of 
an exchange on which standardized options are traded.' 


Publication of the submission is expected to be made in 
the Federal Register during the week of December 26, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-NASD-77-23. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








'These rules were initially filed on January 27, 1977 asa 
part of File No. SR-NASD-77-2 (Securities Exchange 
Act Release No. 13230, February 1, 1977; 42 F.R. 8244, 
February 9, 1977) which represents the NASD plan to 
display standardized options on the NASDAQ System 
(the ‘‘NASD option plan’’). The Commission instituted 
disapproval proceedings with respect to the NASD 
option plan on October 17, 1977 (Securities Exchange 
Act Release No. 14057). Those proceedings are still 
pending. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14308/December 23, 1977 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-77-39) 


ORDER APPROVING PROPOSED RULE CHANGE 


On October 27, 1977, the Midwest Stock Exchange, 
Incorporated filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change. The rule change 
would establish uniformity among the exchanges which 
provide markets for standardized listed options with 
respect to the application of the restricted options rule 
to dually listed exchange traded options. By this 
proposal an option would be restricted on that exchange 
only when such option would meet the criteria for 
restriction on all exchanges where a transaction has 
occurred with respect to such option on the previous 
day. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 14160, 
(November 10, 1977)) and by publication in the Federal 
Register (42 Fed. Reg. 59577 (November 18, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered 
national securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regulations 
thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on October 27, 1977, be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14309/December 27, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST CLEARING CORPORATION 


(File No. SR-MCC-77-6) 


The Midwest Clearing Corporation (‘‘MCC’’) sub- 
mitted on December 8, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to create a new category of security with- 
drawal requests with fifth, and lowest, priority of 
availability. The change comes as part of the recent 
creation by MCC and Midwest Securities Trust 
Company of a ‘‘Stock Today Program.”’ 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 2, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capito! Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MCC-77-6. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14310/December 27, 1977 


Admin. Proc. File No. 3-4976 
In the Matter of 
ROBERT W. LAMORTE 


47 West 70th Street 
New York, New York 
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NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The administrative law judge’s initial decision dis- 
missing these proceedings with respect to Robert W. 
LaMorte has become final. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14311/December 27, 1977 


The Securities and Exchange Commission announced, 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’), the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 12:00 noon (EST) on 
December 27, 1977 and terminating at midnight (EST) 
on January 5, 1978 of the securities of Toth Aluminum 
Corporation (‘‘Toth’’), a Louisiana corporation with 
principal executive offices located at 5010 Leroy 
Johnson Drive, New Orleans, Louisiana. 


The Commission initiated the suspension of trading in 
Toth’s securities because of the company’s failure to 
file its annual report on Form 10-K for the fiscal year 
ended August 31, 1977, resulting in the lack of 
adequate and accurate public information about the 
company’s financial condition and operations. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any infor- 
mation subsequently issued by the company. 


Futhermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
lf any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in viola- 
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tion of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14312/December 27, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST CLEARING CORPORATION 


(File No. SR-MCC-77-7) 


The Midwest Clearing Corporation (‘‘MCC’’) sub- 
mitted on December 8, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to establish a Clearing Input Satellite (CIS) 
system. The CIS System would allow MCC participants 
to deliver securities to broker/dealers acting as agents 
of MCC and to receive credit for these deposits prior to 
the actual physical celivery of such securities from the 
broker/dealers to MCC. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 2, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MCC-77-7. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 14313/December 28, 1977 


Administrative Proceeding File No. 3-5344 
In the Matter of 


EL CHICO CORPORATION 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until January 13, 1978 
to request a hearing on an application by El Chico 
Corporation (the ‘‘Applicant’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting the Applicant from the provisions of 
Section 15(d) of the 1934 Act for the Applicant’s current 
fiscal year ending June 2, 1978. 


On September 29, 1977, the Applicant became a 
wholly-owned subsidiary of Campbell Taggart, Inc. 
when a wholly-owned subsidiary of Campbell Taggart, 
Inc. was merged into the Applicant. As a result of the 
merger, Campbell Taggart, Inc. is the sole holder of 
record of the Applicant’s common stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14314/December 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NEW YORK STOCK EXCHANGE INCOR- 
PORATED 


File No. SR-NYSE-77-35 


The New York Stock Exchange Incorporated (‘‘NYSE’’) 
submitted on December 14, 1977 a proposed rule 
change under Rule 19b-4 to (1) amend rules governing 
the terms under which the NYSE may deny or limit a 
member’s communications or physical access to the 
floor, and (2) rescind rules subjecting to NYSE 
disapproval authority communication links established 
in or between members’ offices and links established 
between a member and a non-member for the trans- 
mission of continuous quotation information. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 1, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 


interested persons are invited to submit written data, 
views and arguments concerning the submission within 
21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 2C549. 
Reference should be made ts File No. SR-NYSE-77-35. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14315/December 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INCOR- 
PORATED 


File No. SR-PHLX-77-16 


The Philadelphia Stock Exchange, Incorporated sub- 
mitted on December 19, 1977 a proposed rule change 
under Rule 19b-4 to increase the supplemental listing 
fee schedule for securities listed on the Exchange. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 2, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-PHLX-77-16. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
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Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14316/December 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INCOR- 
PORATED 


File No. SR-PHLX-77-14 


The Philadelphia Stock Exchange, Incorporated sub- 
mitted on December 19, 1977, a proposed rule change 
Rule 19b-4 to change the date of the Exchange’s annual 
meeting from the first Monday in March to the second 
Monday in March. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the Commis- 
sion may summarily abrogate such rule change if it 
appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 2, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capito! Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PHLX-77-14. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. 20549. Copies of the 
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filing will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14317/December 29, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5895/December 29, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14318/December 29, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-77-29 


The Chicago Board Options Exchange Incorporated 
{‘‘CBOE’’) submitted on December 21, 1977 a proposed 
rule change under Rule 19b-4 to permit market makers 
who are temporarily absent from the exchange floor to 
transmit option orders from off the exchange floor when 
such transactions hedge previously established options 
positions. Such transactions shall be deemed to be 
initiated on the floor of the exchange, and shall count as 
market-maker transactions for the purpose of Chapter 
VIII and Rule 3.1 of CBOE’s Rules. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 2, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 





should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capito! Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-CBOE-77-29. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14319/December 29, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-38 


The American Stock Exchange, Inc. submitted on 
December 16, 1977 a proposed rule change under Rule 
19b-4 to establish priority with respect to spread and 
straddle orders over other types of orders where they 
cannot be executed by accepting the bid and offer, or 
either or them, established in the marketplace. This 
proposal, however, will not permit a spread or straddle 
order to take priority over both the bid and offer 
established in the marketplace. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 2, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-Amex-77-38. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14320/December 29, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 1:00 p.m. (EST) on 
December 29, 1977 and terminating at midnight (EST) 
on January 7, 1978 of the securities of Westamerica 
Automotive Corp. (‘‘Westamerica’’), a California 
corporation with principal executive offices located at 
5626 E. Imperial Highway, Southgate, California 
90280. 


The Commission ordered the suspension of trading in 
Westamerica securities because of the lack of current 
adequate and accurate public information concerning 
the company’s operations and financial condition. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
lf any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quctation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
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any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14321/December 29, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 1:00 p.m. (EST) on 
December 29, 1977 and terminating at midnight (EST) 
on January 7, 1978 of the securities of Western Gold 
Mining Inc. (‘‘Western’’), a Washington corporation 
with principal executive offices located in Seattle, 
Washington. 


The Commission ordered the suspension of trading in 
Western securities because of the lack of adequate and 
accurate public information about the number of 
common shares issued and outstanding. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
lf any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question 
until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which 
is in violation of said rule, the Commission will consider 
the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14322/December 29, 1977 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 

New York, New York 10041 
(SR-DTC-77-9) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE DEPOSITORY TRUST COMPANY ESTAB- 
LISHING A CONDITIONAL DELIVERY ORDER 
PROGRAM FOR ITS INSTITUTIONAL DELIVERY 
SYSTEM 


On October 5, 1977, the Depository Trust Company 
(‘‘DTC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a pro- 
posed rule change which would establish a Conditional 
Delivery Order Program for its Institutional Delivery 
System. DTC believes the program will make it easier 
and more economical to borrow and return securities 
needed to complete transactions in the Institutional 
Delivery System. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (42 FR 57995, 
November 7, 1977), and the public was invited to 
comment thereon. Notice of the filing and an invitation 
for comments also appeared in Securities Exchange Act 
Release No. 34-14107, October 27, 1977. No letters of 
comment were received.' 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the require- 
ments of the Act and the rules and regulations there- 
under applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-DTC-77-9 be, and hereby is, 
approved. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘Three letters of comment received by DTC prior to 
filing were submitted with the filing and considered in 
the course of Commission in review. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14323/December 29, 1977 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY THE NEW YORK STOCK EXCHANGE, 
INC. 


(File No. SR-NYSE-77-7) 


The Commission, on May 27, 1977, approved' a 
proposed rule change submitted by the New York Stock 
Exchange, Inc. (‘‘NYSE’’) (File No. SR-NYSE-77-7) 
relating to certain amendments to NYSE Rule 319. That 
rule sets forth fidelity bonding requirements for 
met;bers and member organizations. The Commission, 
however, deferred action on that portion of the subject 
filng which would have extended the provisions of 
NYSE Rule 319 to ‘‘persons in a securities or kindred 
business in which [a] member or member organization 
has a controlling interest’? because the Commission 
had not acted upon another proposed rule change 
(SR-NYSE-77-13) wherein the term ‘‘persons in a 
securities or kindred business’’ was proposed to be 
defined. Thereafter, the NYSE submitted on December 
19, 1977, an amendment to: File No. SR-NYSE-77-7 
which would withdraw the term ‘‘persons in a securities 
or kindred business in which the member or member 
organization has a controlling interest’’ from further 
consideration by the Commission. The NYSE stated 
in the withdrawal amendment that it intends to address 
this matter further in connection with forthcoming 
proposals to revise its existing rules relating to 
affiliates and subsidiaries of NYSE members. 


Publication of the submission by which the NYSE would 
withdraw the proposed language from SR-NYSE-77-7 is 
expected to be made in the Federal Register during the 
week of January 2, 1977. In order to assist the 
Commission in determining whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit 
written data, views and arguments concerning the 
proposal within 21 days of the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NYSE-77-7. 





‘See Securities Exchange Act Release No. 13577 (May 
27, 1977). 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
““L’’ Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of the 
NYSE. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14324/December 29, 1977 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 587 

1150 Connecticut Avenue, NW 

Washington, D.C. 20036 


(SR-MSRB-77-13) 
ORDER APPROVING PROPOSED RULE CHANGE 


On September 28, 1977, the Municipal Securities Rule- 
making Board filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change which would specify 
the minimum scope and frequency of periodic 
compliance examinations of municipal securities 
brokers and municipal securities dealers. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 14053 (October 
18, 1977)) and by publication in the Federal Register 
(42 Fed. Reg. 56656 (October 27, 1977)). interested 
persons were invited to submit written data, views and 
arguments concerning the proposal by November 17, 
1977. One commentator expressed the view that ail 
municipal securities brokers and municipal securities 
dealers should be subject to an annual examination 
cycle. 


The Commission believes, however, that the minimum 
twenty-four month cycle established by Rule G-16 will 
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offer self-regulatory and regulatory organizations 
maximum flexibility in the conduct and scheduling of 
their examination programs and will be sufficient to 
ensure compliance with applicable regulations.’ 


The Commission finds that the proposed rule change is 
consisterit with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
Municipal Securities Rulemaking Board, and in 
particular, the requirements of Section 15B and the rules 
and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 

By the Commission. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20332/December 22, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5891/December 22, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20333/December 22, 1977 


In the Matter of 





'The standard established in the rule is a minimum 
standard, and examining authorities may establish for 
themselves more stringent standards consistent with 
the rule. Furthermore, examining authorities should 
continue to conduct examinations as frequently as 
necessary and as circumstances require. 
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NINEVEH WATER COMPANY 
Johnstown, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6067) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
BY SUBSIDIARY TO HOLDING COMPANY 


Pennsyivania Electric Company (‘‘Penelec’’), an electric 
utility subsidiary company of General Public Utilities 
Corporation, a registered holding company, and 
Nineveh Water Company (‘‘Nineveh’’), a water 
company subsidiary of Penelec, have filed an 
application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 7, 9(a), 10 
and 12(b) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rules 43 and 45 promulgated 
thereunder regarding the following proposed trans- 
action. 


By previous order (HCAR No. 20192) dated October 3, 
1977, this Commission authorized Penelec to make cash 
capital contributions of up to $200,000 Nineveh during 
1977, such capital contributions to be used by Nineven 
to restore service and effect certain short-term repairs 
of facilities damaged by the Johnstown, Pennsyvania 
flood which occurred in July 1977. Applicants-declar- 
ants state that repair and restoration work will require 
expenditures in addition to those described in 
connection with the cash capital contributions. Such 
additional expenditures include: (1) the construction of 
5600 feet of 12’’ permanent line before cold weather 
sets in, in order to service customers, including 
Penelec’s Seward Station, which has been out of service 
since July 20, 1977, but which is expected to resume 
service in October 1977; (2) dredging and repair of dam 
and breast work at the Findly Run Dam; and (3) the 
modification of the Findley Run Dam spillway. The 
breakdown of the additional expenditures is as follows: 


Findley Run Dam-Dredging 
Findley Run Dam-Dam repair and 
breast work 114,000 
Cost of removal and salvage 2,000 
Replace Piping and New Installation— 
Cramer Area $40,000 
Standby Pump 5,000 
Install 5600 Feet 12’’ Main Line 220,000 
Findley Run Dam-Modify spillway 190,000 
Miscellaneous 43,000 


$186,000 


Total $800,000 


In order to finance these additional expenditures, 
Nineveh proposes to issue and sell to Penelec, and 
Penelec proposes to purchase from Nineveh, from time 





to time during 1977 and 1978, demand notes in an 
aggregate amount not to exceed $800,000. Such notes 
will bear interest at a rate of 1.25 times the prime rate 
in effect from time to time at Mellon Bank N.A. Interest 
on the unpaid balances of the notes shal! be paid by 
Nineveh only if and to the extent that the ‘‘available net 
income,’’ as defined in the notes, is sufficient to pay 
such interest. 


Nineveh filed an application for a disaster loan with the 
Small Business Administration (‘‘SBA’’) on September 
15, 1977, in the amount of $856,000. Because the 
amount of such loan that the SBA may be willing to 
grant is not known, application for Commission 
authorization in connection therewith will be made 
when such information is available. Subject to Com- 
mission approval, the proceeds of such SBA loan will be 
applied by Nineveh to reduce or pay in full the notes 
issued by Nineveh as proposed herein. Pending dis- 
position of Nineveh’s SBA loan application, the time to 
process which is not now know, it is necessary for 
Nineveh to have a source of funds for the repair and 
restoration of its system. it is stated that Nineveh’s 
borrowing capacity is limited and its only source of 
funds is through Penelec. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $7,000, 
including legal fees of $4,500. The Pennsylvania Public 
Utilities Commission has authorized Nineveh’s 
proposed issue and sale of notes to Penelec. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20215), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20334/December 22, 1977 


In the Matter of 


JERSEY CENTRAL POWER AND LIGHT COMPANY 
Morristown, New Jersey 


(70-6083) 


ORDER AUTHORIZING PROPOSED SALE OF 
UTILITY ASSET 


Jersey Central Power and Light Company (‘‘Jersey 
Central’’), an electric utility subsidiary of General 
Public Utilities Corporation, a registered holding 
company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Section 12(d) 
of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) and Rule 44 promulgated thereunder 
regarding the following proposed transaction. 


Jersey Central proposes to sell to Walter Zimmerer and 
Son, a non-affiliated partnership, approximately 1.79 
acres of land, together with a brick combination office 
building and operating headquarters, located on 
Newman Springs Road in the Borough of Red Bank, 
Monmouth County, New Jersey, for a cash considera- 
tion of $260,500. This property is part of a larger tract 
acquired by Jersey Central or its predecessor 
constituent corporations via several purchases 
beginning in 1911. The present building was 
constructed in 1957 and was used as a district operating 
headquarters from that date until 1964 when the 
functions which were conducted there were transferred 
to other districts for reasons of economy and efficiency. 
Since that time, the building has been unoccupied and 
unused. 


The proposed sale price was determined by competitive 
bidding in accordance with the rules of the Board of 
Public Utilities of the State of New Jersey, invitations 
for such bids having been published on May 27 and 
June 3, 1977, and no other bid having been received. 


Jersey Central carries the property proposed to be sold 
on their books at $415,777, which is equal to the 
original cost thereof, including acquisition expenses 
and overheads. The accumulated provision for 
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depreciation with respect to the property to be sold as 
of June 30, 1977 was $146,647, so that Jersey Central’s 
book cost at such date was $269,130. 


Fees and commission to be incurred in connection with 
the proposed transaction are estimated at $5,032.10, 
including $1,500 in legal fees. The Board of Public 
Utilities of the State of New Jersey has approved the 
proposed sale. 


No other state commission and no federal commission, 
other than this Commission, has jurisdiction with 
respect to the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20256), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20335/December 22, 1977 


In the Matter of 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fal! River, Massachusetts 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 


(70-6093) 


ORDER AUTHORIZING ISSUANCE OF SHORT-TERM 
NOTES TO BANKS 
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Fall River Electric Light Company (‘‘Fall River’’) and 
Montaup Electric Company (‘‘Montaup’’), both electric 
utility subsidiary companies of Eastern Utilities 
Associates, a registered holding company, have filed an 
application-declaration and an amendment thereto with 
this Commission pursuant to Sections 6(a)(1), 7 and 
12(c) of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) and Rules 42(b)(2) and 50(a)(2) promulgated 
thereunder regarding the following proposed trans- 
actions. 


Fall River and Montaup propose to make borrowings 
from banks in the following maximum amounts to be 
outstanding at any one time during the period 
December 27, 1977, to December 26, 1978: Fall River, 
$5,850,000; Montaup, $21,600,000. 


The borrowings are to be evidenced by promissory 
notes dated the respective dates of issue, maturing 
April 3, 1978, for all notes issued on or after December 
27, 1977, and prior to April 3, 1978; July 3, 1978, for all 
notes issued on or after April 3, 1978, and prior to July 
3, 1978; October 2, 1978, for all notes issued on or after 
July 3, 1978, and prior to October 2, 1978; and 
December 26, 1978, for all notes issued on or after 
October 2, 1978, and prior to December 26, 1978. With 
respect to such notes to banks for which compensating 
balances of 20% are required, the notes will bear 
interest at not in excess of the prime or base rate in 
effect on the date of issuance or from time to time. With 
respect to such notes to banks for which no 
compensating balances are required, the notes will 
bear interest at not in excess of an effective rate derived 
from the prime or base rate in effect on the date of 
issuance, or from time to time, together with an 
assumed compensating balance of 20%. All notes will 
provide for prepayment in whole or in part without 
penalty. Assuming a required compensating balance of 
20% and a prime or base rate of 73%4%, the effective 
interest rate on such borrowings would be 9.68%. This 
same effective rate of 9.68% would also be applicable 
in the case of notes for which no compensating balance 
is required as long as the prime or base rate is 74%. 


Proceeds of the borrowings will be used for 
construction expenditures, for meeting compensating 
balance requirements of lending banks, and to pay 
short-term debt at or prior to maturity during the period 
December 27, 1977, through December 26, 1978. Fall 
River and Montaup expect to have short-term loans 
outstanding on December 27, 1977, of $4,250,000 and 
$19,630,000, respectively. Construction expenditures 
for Fall River and Montaup during the same period are 
estimated at $2,426,000 and $13,535,000, respectively. 
It is stated that the proposed issuance of the notes is 
exempted from the competitive bidding requirements 
of Rule 50 pursuant to Rule 50(a)(2). 





The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $3,030, 
including legal fees of $1,030. No state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20263), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-decia- 
ration as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that certficates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20336/December 22, 1977 


In the Matter of 
CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Cristi, Texas 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-6089) 
ORDER AUTHORIZING CAPITAL CONTRIBUTIONS 


FROM HOLDING COMPANY TO EACH OF TWO 
SUBSIDIARIES 


Central and South West Corporation (‘‘CSW’’), a 
registered holding company and two of its subsidiary 
electric utility operating companies, Central Power and 
Light Company (‘‘CP&L’’), and Southwestern Electric 
Power Comapny (‘‘SWEPCO’’), have filed an 
application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 7, 9, 10 and 
12(f) of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) and Rules 43 and 45 promulgated thereunder 
regarding the following proposed transaction. 


CSW proposes to make capital contributions to two of 
its wholly owned subsidiaries, CP&L and SWEPCO, in 
the following amounts: 


$10,000,000 
15,000,000 


CP&L 
SWEPCO 


$25,000,000 


The full amount of the capital contribution to each 
subsidiary will be added to each subsidiary’s common 
stock stated capital account and will be used together 
with other funds towards its 1978 construction and fuel 
exploration and development expenditures. The 
estimated amounts of such expenditures are as follows: 
CP&L SWEPCO 
Generation 
Transmission 
Distribution and 
Other Plant 
Fuel Exploration and 
Development 


Total 


$214,321,000 $68,336,000 
44,536,000 11,529,900 


22,882,000 22,170,000 


8,192,000 7,593,000 
$289,931 ,000 $109,628,900 





The funds generated from the capital contribution will 
be utilized to pay the cost of facilities which would be 
needed to provide service to the customers of the 
company involved even if such company were not part 
of the CSW System. No expenditures wil! be made by 
CP&L or SWEPCO for the construction or acquisition of 
any facility not so necessary prior to the time that all 
funds covered by this application-declaration have been 
expended. 


CSW states that it proposes to finance the capital 
contributions through the issuance and sale of its 
commercial paper in the aggregate principal amount of 
$25,000,000 in the manner described in HCAR No. 
19829. : 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $2,550 


SEC DOCKET/1257 





including $500 in legal fees. No state commission and 
no federal commission, other than this Commission, 
has jurisdiction with respect to the proposed 
transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20264), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it appropriate 
in the public interest and in the interest of investors and 
consumers that the application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promuigated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20337/December 22, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5892/December 22, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF1935 
Release No. 20338/December 23, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5893/December 23, 1977 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20339/December 23, 1977 @ 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


(70-6091) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO A DIVIDEND 
REINVESTMENT AND STOCK PURCHASE PLAN 
AND GRANTING EXEMPTION FROM COMPETITIVE 
BIDDING 


Ohio Edison Company (‘‘Ohio Edison’’), a registered 
holding company, has filed an application-declaration 
and an amendment thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 50 
promulgated thereunder regarding the following 
proposed transaction. 


Ohio Edison proposes to issue and sell not more than 
1,000,000 shares of its authorized but unissued shares 
of common stock, par value $9 per share (the 
‘Additional Common Stock’’) pursuant to its Dividend 
Reinvestment and Stock Purchase Plan (the ‘‘Plan’’). It 
is anticipated that the shares of Additional Common i 
Stock will be issued and sold from time to time through 

October 31, 1979. 


By order dated April 26, 1977 (HCAR No. 20000), the 
Commission authorized the issuance and sale through 
April 30, 1979, pursuant to the Plan of not more than 
275,000 shares of the Company’s common stock. 
Although no precise number will be known until 
December 31, 1977, the Company currently estimates 
that, of the 275,000 shares, approximately 5,000 shares 
will remain unsold as of December 31, 1977. Therefore, 
Ohio Edison also proposes to add any such shares 
which remain unsold to the Additional Common Stock 
and to sel! all such shares pursuant to the Plan, as 
amended, no later than October 31, 1979, 


The Additional Common Stock will be offered to all! of 
Ohio Edison’s common stockholders pursuant to a 
voluntary plan whereby such stockholders may elect to 
(a) have dividends on their shares of common stock 
reinvested or, (b) continue to receive their cash 
dividends on shares registered in their names and 
invest by making optional cash payments of not less 
than $10 per payment nor more than a total of $5,000 
per quarter, or (c) invest both their cash dividends and 
such optional cash payments. 


No service charge or commission will be paid by 
participants in connection with purchases under the 





Plan, and participants will retain all voting rights 
relating to shares purchased under the Plan. A partici- 
pant will be able to withdraw from the Plan at any time 
upon written notice. 


It is stated that the Plan is being amended to provide 
that effective January 1, 1978, the purchase price of 
shares of common stock purchased with reinvested cash 
dividends will be an amount equal to 95% of the 
average of the high and low prices for Ohio Edison’s 
common stock, as reported in The Wall Street Journal 
report of NYSE-Composite Transactions, on the 
investment date as of which the purchase is made. The 
purchase price of shares purchased with optional cash 
payments will be an amount equal to 100% of such 
average of the high and low prices. Investment dates 
will be the last business day of each month. No shares 
will be sold under the Plan at less than the par value of 
such shares. 


Ohio Edison will announce the Plan to all of its new 
stockholders by addressing to them a brochure 
describing the Plan. The continued existence of the Plan 
will occasionally be brought to the attention of all 
non-participants by a remailing of such brochure. All 
current participants in the Pian, all stockholders who so 
request and all stockholders who join the Plan will be 
sent a copy of a complete prospectus. 


The reason for the proposed issuance of the Additional 
Common Stock is to provide funds for Ohio Edison to 
continue its ongoing construction program and to repay 
a portion of its unsecured short term debt. Ohio Edison 
estimates its total plant additions for 1977 at 
$351 ,013,000. 


Ohio Edison considers that the issuance and sale of 
shares of Additional Common Stock through the 
reinvestment of dividends to be exempted from the 
requirements of Rule 50 by virtue of Rule 50(a)(1). With 
respect to the issuance and sale of shares of Additional 
Common Stock through optional cash payments, Ohio 
Edison requests an exemption from the competitive 
bidding requirements of Rule 50 pursuant to Rule 
50(a)(5). 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $54,000, 
including counsel fees of $7,500 and printing fees of 
$20,000. The Public Utilities Commission of Ohio has 
authorized the proposed issuance and sale of The 
Additional Common Stock. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20258), and no 


hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20340/December 28, 1977 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-6101) 


ORDER AUTHORIZING PROPOSED AGREEMENT 
WITH STATE AUTHORITY FOR CONSTRUCTION OF 
POLLUTION CONTROL EQUIPMENT 


Southwestern Electric Power Company (‘‘SWEPCO’’), 
an electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has filed an 
application-declaration with this Commission pursuant 
to Sections 9(a)(1), 10 and 12(d) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 44 
promulgated thereunder regarding the following 
proposed transaction. 


SWEPCO has begun construction of a coal-fired 
generating unit, designated Welsh Unit No. 2 (‘‘Unit’’) 
in Titus County, Texas. The Unit is scheduled to be 
completed in 1980, will have a rated capacity of 528 
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megawatts and is expected to cost approximately 
$131 ,472,000. 


Compliance with applicable state and federal 
environmental control standards requires SWEPCO to 
construct and equip the Unit with air and water 
pollution control facilities and sewage and solid waste 
disposal facilities (‘‘Facilities’’). SWEPCO proposes to 
enter into a First Amendatory Installment Sale 
Agreement (‘‘Amendatory Agreement’’) with the Titus 
County Fresh Water Supply District No. 1 (‘‘District’’), 
an instrumentality of the State of Texas, pursuant to 
which the District will undertake the financing of the 
Facilities and which Amendatory Agreement is 
contemplated by the Installment Sale Agreement 
relating to the District’s Pollution Control Revenue 
Bonds, 1974 Series A (Southwestern Electric Power 
Company Project) (the ‘‘1974 Bonds’’) which was 
entered into pursuant to the Commission’s order of 
October 17, 1974 (HCAR No. 18609). The Amendatory 
Agreement provides that SWEPCO will transfer to the 
District its interest in the Facilities and that the District 
will own the Facilities during the period of construction. 
SWEPCO states that, as agent for the District, it will 
provide for the completion of the Facilities and will be 
reimbursed by the District for the costs incurred in 
connection therewith. Title to the Facilities will be 
reconveyed to it pursuant to the Amendatory 
Agreement upon completion of construction. 


The acquisition and construction of the Facilities will be 
financed through the issuance and sale by the District 
of its Pollution Control Revenue Bonds, 1978 Series A 
(Southwestern Electric Power Company Project) in an 
aggregate amount presently expected to be 
approximately $17,500,000 and in no event to exceed 
$18,500,000 (‘‘Bonds’’). 


The Bonds will be issued pursuant to a First 
Supplemental Indenture of Trust (‘‘Supplemental 
Indenture’’) in accordance with the provisions of the 
Trust Indenture relating to the 1974 Bonds and under 
which Manufacturers Hanover Trust Company, New 
York, New York, is Trustee (‘‘Trustee’’). The District 
will adopt a resolution authorizing the issuance of the 
Bonds under the conditions contemplated by the 
Amendatory Agreement and the Supplemental 
Indenture, for the purpose of financing the Facilities. 


The Bonds will be dated on or about the first day of the 
month in which they are issued, presently scheduled for 
January 1978, will bear interest semi-annually and will 
mature at a date or dates not more than 30 years from 
their date of issuance with the exact maturity dates to 
be determined at the time of pricing. 


The Bonds will be redeemable at any time in whole, at 
SWEPCO’s option, at par plus accrued interest upon 
the occurrence of various extraordinary events 
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specified in the Amendatory Agreement and the 
Supplemental Indenture. All of the Bonds, or u® 
portion of the Bonds maturing more than 10 years afte 

the date of issuance, will be redeemable in whole on 
any date or in part on any interest payment date on or 
after a date to be 10 years from the date of issuance, at 
SWEPCO’s option, at redemption prices (plus accrued 
interest) beginning at 103% of principal amount and 
declining by 0.5% each year thereafter to par for 
redemption on or after a date 16 years from the date of 
issuance. The Bonds will be subject to mandatory 
redemption at par plus accrued interest if the 
Amendatory Agreement shall by constitutional 
amendment or legislative, administrative or judicial 
action become void or unenforceable or impossible of 
performance on a permanent basis. All or a portion of 
the Bonds maturing more than 10 years after the date of 
issuance will be subject to mandatory redemption in 
satisfaction of sinking fund provisions under the 
Supplemental Indenture. The sinking fund provisions 
will be determined in detail at the time of pricing, but 
will be designed (in combination with any serial 
maturities prior to 30 years from the date of issuance) to 
retire in less than 30 years at least 25% in principal 
amount of the Bonds. 


Bond counsel has informed SWEPCO that, subject to 
the completion of its investigation with regard to the 
qualification of the Facilities under the Internal 

Revenue Code for tax-exempt financing, it is prepared 


to render its legal opinion to the effect that interest on 
the Bonds will be exempt from federal income taxation. 
SWEPCO finds that while it is not possible to ascertain 
in advance the interest rate which may be obtained in 
connection with the issuance of the Bonds, it has been 
advised that similar tax-emempt bonds generally carry 
an annual interest rate which is significantly lower than 
that of comparable taxable bonds. 


The proceeds from the sale of the Bonds will (except as 
otherwise required under the Supplemental Indenture) 
be placed in a Construction Fund created and 
established under the Supplemental Indenture and will 
be disbursed to reimburse SWEPCO for (i) the cost of 
acquistion and construction of the Facilities, (ii) the 
Trustee’s expenses and (iii) the District’s administra- 
tive and overhead expenses incurred in connection with 
the issuance of the Bonds, all in the manner specified in 
the Amendatory Agreement and allowed by the 
Supplemental Indenture. In the event the amounts in 
the Construction Fund are insufficient to cover such 
costs, the Amendatory Agreement obligates SWEPCO 
to complete construction of the Facilities at its own 
expense. 


The Amendatory Agreement contains unsecured 
commitments by SWEPCO to pay to the Trustee on 

behalf of the District, at specified times, in payment 2 
the purchase price for the Facilities, amounts sufficient 





= enable the District to service the Bonds through the 
a 


yment of principal, interest, sinking fund and 
redemption premium requirements with respect to the 
Bonds. Such amounts are assigned under the 
Amendatory Agreement to the Trustee and are to be 
held under the Supplemental Indenture in a Bond Fund 
to be maintained for the discharge of the District’s 
obligations on the Bonds. 


It is contemplated that the Bonds will be sold by the 
District pursuant to arrangements between the District 
and Merrill Lynch, Pierce, Fenner and Smith 
Incorporated, as Underwriter. The Underwriter may, if 
market conditions at the time of offering dictate, add 
other underwriters to assist in the offering and sale. 
SWEPCO will not be a party to the Contract of Purchase 
pursuant to which the Underwriter will purchase the 
Bonds from the District but the Contract of Purchase is 
subject to approval by SWEPCO and SWEPCO will 
furnish a letter of Representation, containing various 
warranties, representations and indemnities, on which 
the Underwriter and District will rely in entering into 
the Contract of Purchase. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


@': fees and expenses to be incurred in connection with 


the proposed transaction will 
amendment. 


be supplied by 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20284), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the application-declar- 
ation be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act and subject further to the 
reservation of jurisdiction ordered below. 


IT 1S FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved with respect to (i) the amount of 
SWEPCO’s payments under the Amendatory Agree- 
ment to service interest requirements on the Bonds, (ii) 
the terms of the Amendatory Agreement relating to the 
maturities and sinking fund redemption requirement of 


the Bonds and (iii) the fees and expenses to be incurred 
in connection with the proposed transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20341/December 28, 1977 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


GULF POWER COMPANY 
Pensacola, Florida 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


MISSISSIPP! POWER COMPANY 
Gulfport, Mississippi 


(70-6095) 


ORDER AUTHORIZING ISSUANCE OF FIRST 
MORTGAGE BONDS FOR SINKING FUND PUR- 
POSES: RESERVATION OF JURISDICTION 


Alabama Power Company (‘‘Alabama’’), Gulf Power 
Company (‘‘Gulf’’), Georgia Power Company 
(‘‘Georgia’’), and Mississippi Power Company 
(‘‘Mississippi’’), all of which are public-utility sub- 
sidiaries of The Southern Company, a registered 
holding company, have filed a declaration and amend- 
ments thereto with this Commission pursuant to 
Section 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50(a)(5) 
promulgated thereunder. 


Alabama, Georgia, Gulf and Mississippi propose to 
issue their respective First Mortgage Bonds (‘‘Sinking 
Fund Bonds’’) and to surrender such Sinking Fund 
Bonds to the trustees under their respective Indendures 
for the purpose of satisfying the sinking fund (improve- 
ment fund, in the case of Alabama) requirements 
thereunder to be satisfied on or prior to June 1, 1978. 
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The amounts and series of Sinking Fund Bonds are 
proposed to be issued as follows: 


NameofCompany Amount Series 

Alabama $16,270,000 3-%2 % Series due 1985 
Georgia 20,378,000 2-7/8% Series due 1980 
Gulf 2,516,000 3-1/4% Series due 1984 
Mississippi 2,513,000 2-3/4% Series due 1980 


The Sinking Fund Bonds are to be issued on the basis of 
unfunded net property additions, thus making available 
for construction purposes cash which would otherwise 
be needed to satisfy the sinking fund requirements or to 
purchase bonds to be used for such purpose. It is stated 
that the delivery of the Sinking Fund Bonds is exempt 
from the competitive bidding requirements of Rule 50 
by reason of clause (a)(5) thereof inasmuch as such 
Bonds will not constitute obligations of the companies 
for the payment of money. 


The fees, commissions, and expenses incurred or to be 
incurred in connection with the proposed transactions 
will aggregate $8,000 of which total fees for legal 
counsel will be $1,600. The Alabama Public Service 
Commission and the Georgia Public Service Commis- 
sion have authorized the issuance of Sinking Fund 
Bonds by Alabama and Georgia, respectively. The 
Florida Public Service Commission has jurisdiction over 
the issuance of Sinking Fund Bonds by Gulf. It is stated 
that no other state commission and no_ federal 
commission other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 18865), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied with respect to the issuance of 
Sinking Fund Bonds by Alabama, Georgia and 
Mississippi and that no adverse findings are necessary 
with respect to those transactions and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said declaration, as 
amended, be granted and permitted to become 
effective with respect to the issuance of Sinking Fund 
Bonds by Alabama, Georgia and Mississippi: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, with respect to the issuance of 
Sinking Fund Bonds by Alabama, Georgia and 
Mississippi, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the issuance of 
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Sinking Fund Bonds by Gulf pending completion of the 
record with respect to that transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20342/December 28, 1977 


In the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
Westborough, Massachusetts 


(70-6084) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM PROMISSORY NOTES TO A BANK 
AND A DEALER IN COMMERCIAL PAPER AND 
EXEMPTION FROM COMPETITIVE BIDDING 


Yankee Atomic Electric Company (‘‘Yankee Atomic’’), 
an electric utility subsidiary company of New England 
Electric System and Northeast Utilities, registered 
holding companies, has filed a declaration and amend- 
ments thereto with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50(a)(5) 
promulgated thereunder regarding the following 
proposed transactions. 


Yankee Atomic proposes to issue and sell from time to 
time, but not later than December 31, 1978, short-term 
promissory notes in order to finance its nuclear fuel 
requirements and to use for other corporate purposes. 
The notes are expected to be sold to The First National 
Bank of Boston, Massachusetts, or to A.G. Becker & 
Company, Incorporated (‘‘Becker’’), a dealer in 
commercial paper, or both, up to a maximum aggregate 
principal amount of $26,000,000 to be outstanding at 
any one time through July 1, 1978. This maximum will 
be reduced proportionately upon the issue and sale by 
Yankee Atomic of up to $10,000,000 of intermediate- 
term notes, the subject of another proceeding (File No. 
70-6022) which is expected to be completed by July 1, 
1978. Such maximum will thus be $16,000,000 from 
July 2, 1978, through December 31, 1978. Yankee 
Atomic now has borrowing authority aggregating 
$20,000,000 through December 31, 1977 (File No. 
70-5932) and expects to have about $17,000,000 of 





Quwe debt outstanding at the end of 1977. During 


978, Yankee Atomic expects to spend approximately 

$10,000,000 for nuclear fuel and to make capital 
expenditures of approximately $2,000,000 for plant 
improvements. 


The proposed short-term borrowing will be repaid from 
time to time in part from internally generated funds, 
and the balance will be refinanced either through addi- 
tional short-term borrowings or permanent financing. 


The proposed borrowings from The First National Bank 
of Boston will be evidenced by notes payable maturing 
in less than one year from the date of issuance and will 
provide for prior payment in whole or in part without 
premium. Yankee will either maintain funds in the bank 
which represent compensating balances or, in lieu 
thereof, pay fees equivalent to such compensating 
balance requirement. The notes will bear interest at not 
in excess of the prime rate (not including fees in lieu of 
compensating balances). Based on prevailing compen- 
sating balance requirements of 10% of the line of credit 
and 10% of any borrowings thereunder, or fees equiva- 
lent thereto, the effective cost to Yankee would be 
approximately 9.69% per annum assuming borrowings 
up to the maximum amount of the lines of credit based 
on a prime rate of 7-3/4%. 


Yankee Atomic also proposes to issue and sell its 
commercial paper during the period through December 
31, 1978, directly to Becker. Becker, as a principal, will 
reoffer such commerical paper to not more than 200 of 
its customers whose names appear on a nonpublic list 
prepared by Becker in advance. No additions will be 
made to such list of customers. It is expected that such 
commerical paper will be held to maturity by the pur- 
chasers, but, if any such purchaser wishes to resell 
prior to maturity, Becker, pursuant to an oral 
repurchase agreement, will repurchase the paper for 
resale to others on said list of customers. The 
commerical paper so issued and sold will be in the form 
of unsecured promissory notes having varying 
maturities of not in excess of 270 days. Actual 
maturities will be determined by market conditions, the 
effective interest cost to Yankee Atomic, and Yankee 
Atomic’s cash requirements at the time of issuance. 
The commerical paper will be in denominations of not 
less than $50,000 and not more than $1,000,000 and will 
not by its terms be prepayable prior to maturity. The 
commercial paper will be purchased by Becker from 
Yankee Atomic at a discount which will not be in excess 
of the discount rate per annum prevailing at the date of 
issuance for the particular maturity at which prime 
commercial paper of comparable quality is sold by 
public-utility issuers to commercial paper dealers. 
Becker will initially reoffer the commercial paper at a 
discount rate not more than 1/8 of 1% per annum less 
than the prevailing discount rate to Yankee Atomic. No 
commerical paper notes having a maturity of more than 


90 days will be issued at an effective interest cost which 
exceeds the effective interest cost at which Yankee 
Atomic could borrow from The First National Bank of 
Boston. 


Yankee Atomic requests exemption from the 
competitive bidding requirements of Rule 50 with 
respect to the proposed issuance and sale of commer- 
cial paper pursuant to paragraph (a)(5) thereof and also 
proposed to file the requisite certificates of notification 
under Rule 24 covering the proposed transactions on a 
quarterly basis. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20277), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification there- 
under with respect to the proposed transactions is 
extended as requested so as to allow filing on a 
quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20343/December 28, 1977 


In the Matter of 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 
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THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-6080) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND TO 
COMMERICAL PAPER DEALERS AND REQUEST 
FOR EXCEPTION FROM COMPETITIVE BIDDING; 
RESERVATION OF JURISDICTION 


Monongahela Power Company (‘‘Monongahela’’), the 
Potomac Edison Company (‘‘Potomac’’), and West 
Penn Power Company (‘‘West Penn’’), each a wholly- 
owned electric utility subsidiary of Allegheny Power 
System, Inc. (‘‘Allegheny’’), a registered holding 
company, have filed an application and amendments 
thereto with this Commission pursuant to Section 6(b) 
of the Public Utility Holding Company Act of 1935 
(‘‘Act’’), and Rule 50(a)(5) promulgated thereunder 
regarding the proposed transactions. 


Monongahela, Potomac, and West Penn (collectively, 
the ‘‘Companies’’) propose to issue, reissue, sell and 
renew short-term notes to banks and commerical paper 
to provide short-term funds for the period January 1, 
1978 through June 30, 1979. It is stated that the notes 
and commercial paper will be issued, reissued, sold and 
renewed from time to time as funds may be required 
prior to June 30, 1979, provided that no such notes or 
commercial paper will mature after October 1, 1979. 
Accordingly, the Companies hereby request that, from 
the date of the granting of the application filed in this 
matter to June 30, 1979, the exemption from the pro- 
visions of Section 6(a) of the Act afforded to each by the 
first sentence of Section 6(b) thereof be increased to the 
extent necessary to permit the issuance and sale of 
notes to banks and commerical paper to dealers in 
commercial paper in an aggregate amount not to 
exceed $50,000,000 in the case of Monongahela, 
$48,000,000 in the case of Potomac, and $84,000,000 in 
the case of West Penn. 


The foregoing amounts, which in each case include any 
notes which may remain outstanding under the Com- 
mission’s Order in File No. 70-5844 represent the 
maximum amount of notes for which authorization is 
presently sought in this Application. Changes may be 
made in the maximum amount of notes authorized to be 
outstanding after the filing of a post-effective amend- 
ment setting forth such changes and upon further order 
of this Commission. As of September 30, 1977, 
Monongahela, Potomac and West Penn had short-term 
debt outstanding of $40,500,000; $25,600,000 and 
$15,450,000 respectively. It is stated that on January 1, 
1978, West Penn is expected to have no short-term debt 
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outstanding, and Monongahela and Potomac | 
expected to have approximately $10,000,000 and 
$12,000,000 outstanding, respectively, pursuant to this 
Commission’s Order in File No. 70-5844, assuming the 
sale by each of the companies of the Pollution Control 
Notes which are the subject of File No. 70-6058 and of 
the First Mortgage Bonds which are the subject of File 
Nos. 70-6065 (Monongahela), 70-6064 (Potomac), and 
70-6066 (West Penn). No additional commercial paper 
or notes to banks can be issued after December 31, 1977 
pursuant to this Commission’s Order in File No. 
70-5844. 


Each note payable to a bank will be dated as of the date 
of the borrowing which it evidences, will mature not 
more than two hundred-seventy (270) days after the 
date of issuance or renewal thereof, will bear interest at 
the prime or comparable interest rate of the bank from 
which the borrowing is made, in effect at the time of 
issuance, or in effect from time to time, and will be 
prepayable at any time without premium or penalty. 
The name or names of the banks from which such 
borrowings are proposed to be effected (maximum $175 
million for all Companies outstanding at any one time) 
and the maximum aggregate principal amount of loans 
which may be outstanding from each such bank to any 
one or more of the Companies, including Allegheny 
Power System, Inc., are as follows: 


Citibank, N.A. 

The Chemical Bank 

Mellon Bank, N.A. 

Pittsburgh National Bank 
Manufacturers Hanover Trust Co. 
Irving Trust 

Chase Manhattan Bank, N.A. 


40,000,000 
30,000,000 
45,000,000 
7,500,000 
45,000,000 
5,000,000 
2,500,000 


$175,000,000 


No commitment or agreement has been made with 
respect to any of the proposed borrowings. The 
maximum amount of such borrowings at any time out- 
standing will not, when taken together with any 
commercial paper then outstanding, be in excess of $50 
million in the case of Monongahela, $84 million in the 
case of West Penn, and $48 million in the case of 
Potomac, in each case including any notes or 
commercial paper which may be outstanding pursuant 
to the Order of the Commission in File No. 70-5844. 
Allegheny and the Companies have established lines of 
credit with such banks for short-term borrowing. 
Balances are maintained by one or more of the System 
companies at all of these banks to meet regular 
operating requirements as well as, when necessary, in 
connection with these lines of credit. It is stated that 
compensating cash balances:-requirements are 
generally either on the basis of a percentage of the line 
of credit extended by such bank (for example .10%), or 





a higher percentage of notes outstanding (for example 
20%), whichever is greater, or a percentage of the line 
of credit (for example 10%) plus a percentage (for 
example 10%) of notes outstanding, in each case on an 
average annual basis. If such balances were maintained 
solely to fulfill compensating balance requirements for 
borrowings, the effective interest cost of issuing and 
selling the notes would be 9.688% on the basis of a prime 
commercial credit rate of 7-3/4%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor 
more than $5,000,000, will be of varying maturities, 
with no maturity more than 270 days after the date of 
issue, and will not be prepayable prior to maturity. The 
commercial paper notes will be sold by each of the 
Companies directly to the dealer, at a discount not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and of the particular maturity sold by issuers to 
dealers in commercial paper. The dealer may reoffer 
the commercial paper at a discount rate of 1/8 of 1% 
per annum less than the discount rate to Monongahela, 
Potomac or West Penn. Monongahela, Potomac and 
West Penn may issue commercial paper notes if (1) the 
interest cost thereof is equal to or less than the effective 
interest cost at which such company could borrow the 
same amount from the banks named herein at that time 
or (2) such company cannot at that time borrow the 
same amount for the same period of time from the 
banks named herein. The dealer wil! reoffer the 
commercial paper notes to not more than 200 of its 
commercial and industrial customers, identified and 
designated in a list for each company (nonpublic) 
prepared in advance. It is expected that the commercial 
paper notes will be held by the dealer’s customers to 
maturity, but if the customers wish to resell prior to 
maturity, the dealer, pursuant to a verbal repurchase 
agreement, will repurchase the notes and reoffer them 
to others on said list. Exemption from the competitive 
bidding requirement of Rule 50 is requested for the 
proposed issuance and sale of commercial paper 
pursuant to paragraph (a)(5) thereof, since it is not 
practicable to invite competitive bids for commercial 
paper and current rates for commercial paper for prime 
borrowers such as the Companies are published daily in 
financial publications. The Companies also request 
authority to file certificates under Rule 24 with respect to 
the issuance and sale of commercial paper on a quarterly 
basis. 


It is stated that the proceeds from the issuance and sale 
of the proposed short-term borrowings will be used by 
each of the Companies to reimburse its corporate 
treasury for past expenditures made in connection with 
its construction program, to pay part of the cost of 
future construction and for other corporate purposes. 
The estimated gross construction expenditures for 1978 
and 1979 are estimated to aggregate $162 million in the 


case of Monongahela, $172 million in the case of 
Potomac, and $255 million in the case of West Penn. 
Unless otherwise authorized by this Commission, any 
short-term debt outstanding hereunder after June 30, 
1979, will be retired by each of such Companies having 
such short-term debt outstanding not later than 
October 1, 1979, from internal cash resources of, or sale 
of permanent debt, preferred stock or common stock or 
such other securities as the Commission and other 
regulatory authorities having jurisdiction may 
authorize. 


It is stated that the fees and expenses to be incurred by 
the Companies in connection with the proposed trans- 
action are estimated to be approximately $10,400, 
including credit rating fees of $8,000. The State 
Corporation Commission of Virginia has authorized the 
issuance and sale by Potomac of the short-term debt. It 
is further stated that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20286), and no hearing has 
been requested of or ordered by the Commission. With 
respect to those portions of the application relating to 
borrowings of Monongahela and Potomac, upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary, and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted. With 
respect to those portions of the application relating to 
borrowings of West Penn, upon the basis of the facts in 
the record, it is hereby found that the maximum 
aggregate amount, at any one time outstanding, of 
notes to banks or dealers in commercial paper justified 
at this time is $50,000,000 and that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary 
with respect to this amount, and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that to the extent hereby found justified, 
said portion of the application, as amended, be 
granted. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted, effective 
forthwith, except that with respect to the borrowings of 
West Penn, the maximum aggregate amount at any 
time outstanding, of notes to banks or dealers in 
commercial paper shall not exceed $50,000,000 subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
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hereby is reserved with respect to that portion of the 
borrowings requested in the case of West Penn in 
excess of a maximum aggregate amount of 
$50,000,000, at any one time outstanding, of notes to 
banks and dealers in commercial paper. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20344/December 29, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5895/December 29, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20345/December 29, 1977 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


(70-6098) 


ORDER AUTHORIZING ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


Jersey Central & Power & Light Company (‘‘JCP&L’’), 
an electric utility subsidiary company of General Public 
Utilities Corporation (‘‘GPU’’), a registered holding 
company, has filed an application and an amendment 
thereto with this Commission pursuant to Section 6(b) 
of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) regarding the following proposed transaction. 


By orders dated January 12, 1976 and December 31, 
1976 (HCAR Nos. 19340 and 19831), the Commission 
authorized JCP&L, for the period ending December 31, 
1977, to issue and sell its short-term notes to various 
commercial banks, provided that the aggregate 
principal amount of such notes outstanding at any one 
time would not exceed $110,000,000. 
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JCP&L now requests that, for the period commencing 
on the date of an order granting this application and 
ending December 31, 1978, it be permitted from time to 
time to issue or renew notes, of a maturity of nine 
months or less evidencing short-term bank borrowings 
up to the lesser of (A) $127,000,000 principal amount 
outstanding at any one time or (B) the amount 
permitted by JCP&L’s Certificate of Incorporation. 


The short-term notes will bear interest at the lending’s 
bank’s prime interest rate for commercial borrowing at 
the date of issue of the notes, will mature not more than 
nine months from the date of issue, will be prepayable 
at any time without premium and will not be issued as a 
part of public offering. 


Although no commitments or agreements for the 
proposed borrowings have been made, JCP&L expects 
that, to the extent its cash needs require, borrowings 
will be effected from time to time from among 32 
designated banks. It is proposed that the maximum 
short-term credit made available by the banks will total 
$178,800,000, which exceeds by $51,800,000 the 
maximum amount for which authority is being 
requested. It is stated that the purpose of this excees 
amount of available credit is to provide flexibility with 
one or more particular banks (but without exceeding 
such authorized total amount for all banks) since some 
banks have indicated from time to time that it is not 
always convenient for them to renew outstanding notes 
at the time JCP&L requests them to do so. 


It is anticipated that the banks, from which borrowings 
will be made, will require compensating balances at 
levels generally approximately 10% of the line of credit 
or 20% of the amounts actually borrowed, whichever is 
higher. Assuming compensating balances will equal 
20% of the aggregate amounts borrowed and a prime 
rate of 7-3/4%, the effective cost of borrowing would be 
9.68%. 


JCP&L proposes to use the proceeds of the short-term 
loans for its short-term working capital requirements, 
including repayment of other short-term borrowings, 
and for construction expenditures. JCP&L states that it 
now has short-term notes outstanding in an aggregate 
principal amount of $35,100,000. The cost of JCP&L’s 
1978 construction program is approximately 
$305,249,000. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $6,500, 
including legal fees of $4,000. No state commission and 
no federal commission, other than this Commission, 
has jurisdiction with respect to the proposed 
transaction. 


Due notice of the filing of said application has beer 
given in the manner prescribed in Rule 23 promulgated 





under the Act (HCAR No. 20290), and no hearing has 

», been requested of or ordered by the Commission. Upon 

/ the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20346/December 29, 1977 


‘In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 07054 


(70-6099) 


ORDER AUTHORIZING ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


General Public Utilities Corporation (‘‘GPU’’), a 
registered holding company, has filed an application 
and an amendment thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) regarding the following 
proposed transaction. 


By orders dated January 12, 1976 and December 30, 
1976 (HCAR Nos. 19338 and 19830), the Commission 
authorized GPU until December 31, 1977, to issue and 
sell its short-term notes to various commercial banks, 
provided that the aggregate principal amount out- 
standing at any one time would not exceed 
$175,000,000. 


GPU now requests that, for the period commencing on 
the date of an order granting this application and 
ending December 31, 1978, it be permitted from time to 
‘time to issue or renew its unsecured promissory notes 


to various commercial banks pursuant only to informal 
lines of credit, provided that the aggregate principal 
amount of such unsecured promissory notes out- 
standing at any one time shali not exceed $71,000,000. 
Each such note will bear interest at a rate not exceeding 
the ‘‘prime rate’’ which may be the floating rate of each 
lending bank for commercial borrowing at the date of 
issue of such note, will mature not more than nine 
months from the date of issue, will be prepayably at any 
time without premium and will not be issued as part of 
a public offering. GPU proposes to use the proceeds of 
the short-term borrowings for investment in_ its 
operating subsidiaries or for reimbursement of its 
treasury for expenditures made therefrom for that 
purpose. 


Although no commitments or agreements for the 
proposed borrowings have been made, GPU expects 
that, to the extent that its cash needs require, 
borrowings will be effected from among 8 designated 
banks. It is proposed that the maximum short-term 
credit made available by the banks will total 
$115,600,000, which exceeds by $44,000,000 the 
maximum amount for which authority is being 
requested. It is stated that the purpose of this excess 
amount of available credit is to provide flexibility with 
one or more particular banks (but without exceeding 
such authorized total for all banks) since some banks 
have indicated from time to time that it is not always 
convenient for them to renew outstanding notes at the 
time GPU requests them to do so. 


It is anticipated that the banks, from which borrowings 
will be made, will require compensating balances at 
levels generally approximately 10% of the line of credit 
or 20% of the amounts actually borrowed, whichever is 
higher. Assuming compensating balances will equal 
20% of the aggregate amounts borrowed and a prime 
rate of 7-3/4%, the effective cost of borrowing will be 
9.68%. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $7,000, 
including legal fees of $4,500. No state commission and 
no federal commission, other than this Commission, 
has jurisdiction with respect to the proposed trans- 
action. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20295), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 
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1T 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20347/December 29, 1977 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-5987) 


ORDER AUTHORIZING ISSUE AND SALE. OF 
SHORT-TERM NOTES TO BANKS 


Pennsylvania Electric Company (‘‘Penelec’’), an 
electric utility subsidiary company of General Public 
Utilities Corporation (‘‘GPU’’), a registered holding 
company, has filed with this Commission post-effective 
amendments to its application, previously filed in this 
proceeding pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) regarding the 
following proposed transaction. 


By order dated April 13, 1977 (HCAR No. 19983), the 
Commission authorized Penelec, for the period ending 
December 31, 1977, to issue or renew notes of a 
maturity of nine months or less, avidencing short-term 
bank borrowings provided that the aggregate principal 
amount of such notes to be outstanding at any one time 
shall not exceed $92,000,000, subject to certain 
reductions. 


Penelec now requests authorization for an extension of 
time through December 31, 1978 to issue or renew the 
aforesaid notes. It is also requested that the aggregate 
principal amount of such notes to be outstanding at any 
one time be revised so that such aggregate amount 
shall not exceed the lesser of (A) $87,000,000, or (B) the 
amount permitted by Penelec’s Articles of Incorpora- 
tion provided, that said aggregate principal amount 
shall be reduced to $63,000,000 upon the 
consummation of the transfers of ownership interests in 
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certain nuclear generating stations as described in a 
separate application docketed in File No. 70-5951. 


The new notes will bear interest at a rate not exceeding 
the prime rate, which may be the floating rate of the 
lending bank for commercial borrowing at the date of 
issue of such note, will mature not more than nine 
months from the date of issue, wiil be prepayable at any 
time without premium and will not be issued as part of 
a public offering. Although no commitments or agree- 
ments for the proposed borrowings have been made, 
Penelec anticipates that, to the extent of its cash needs, 
borrowings will be effected from time to time from 
among 45 designated commercial banks. 


It is stated that the banks generally require 
compensating balances ranging from a minimum of 
10% of the line of credit to a maximum of 10% of the 
line plus 10% of the loan outstanding. Assuming a 
7-3/4% prime rate and a 20% compensating balance, 
the effective interest rate to be paid by Penelec would 
be 9.68%. 


Penelec proposes to use the proceeds of the short-term 
loans to provide funds for its short-term working capital 
requirements, including repayment of other short-term 
borrowings, and to provide atemporary source of funds 
for construction expenditures. Penelec states that it 
now has short-term notes outstanding in an aggregatr 
principal amount of $46,305,000. The cost of Penelec’s 
1978 construction program is approximately 
$99,503,000. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $4,000. No 
state commission and no federal commission, other 
than this Commission, has jurisdiction with respect to 
the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application has been given in the 
manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 20292), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended by said post-effective 
amendments, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendments be, and 
it hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under tr 
Act. 





_For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20348/December 29, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


(70-6096) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK BY HOLDING COMPANY; 
COMPETITIVE BIDDING 


Middle South Utilities, Inc. (‘‘Middle South’’), a 
registered holding company, has filed a declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50 promulgated 
thereunder regarding the proposed transaction. 


Middie South proposes to issue and sell subject to the 
competitive bidding requirements of Rule 50, up to 
8,500,000 adaitional authorized but unissued shares of 
its Common Stock, $5 par value (‘‘Additional Common 
Stock’’) through a sale to underwriters or investment 
bankers who will agree to make a prompt public 
offering thereof. Middie South estimates that the sale 
of the Additional Common Stock will result in net 
proceeds of approximately $153,000,000. Such net 
proceeds will be applied toward repayment of then 
outstanding bank loans made to Middle South pursuant 
to the Credit Agreement between Middle South and 
various commerical banks, dated as of June 30, 1977 
(HCAR No. 20074). The amount of such bank loans 
presently estimated to be outstanding at the time of the 
sale is $168,000,000. 


The fees and expenses incurred or to be incurred in 
connection with the proposed transaction are estimated 
at $320,000, including legal fees of $50,000, 
accountants’ fees of $30,000 and an estimated $22,000 
payable to Middie South Services, Inc. for financial and 
accounting services rendered in connection with the 
proposed transaction. The fee of counsel for the 
durchasers is estimated at $30,000 and is to be paid by 
the successful bidders. It is stated that no state 


commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19669), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application; 
as amended, be, and it hereby is permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20349/December 29, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 


(70-5936) 


SUPPLEMENTAL ORDER REGARDING ISSUANCE 
AND SALE OF SHORT-TERM NOTES BY SUBSID- 
IARY COMPANY AND ACQUISITION THEREOF BY 
HOLDING COMPANY 


Arkansas-Missouri Power Company (‘‘Ark-Mo’’), a 
subsidiary company of Middle South Utilities, Inc. 
(‘‘Middle South’’), a registered holding company, and 
Middle South have filed with this Commission a post- 
effective amendment to the application-declaration in 
this proceeding pursuant to Sections 6(a), 7, 9(a), and 
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10 of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) regarding the following proposed transactions. 


By order in this proceeding dated December 28, 1976 
(HCAR No. 19826), Ark-Mo was authorized to issue and 
sell to Middie South from time to time through 
December 31, 1977, and Middle South was authorized 
to acquire, up to $2,100,000 of Ark-Mo’s unsecured 
short-term promissory notes of a maturity of not more 
than twelve months. Presently, $2,100,600 of such 
notes are outstanding, with a maturity of December 31, 
1977. 


Ark-Mo now proposes to extend such $2,100,000 of 
short-term borrowings for one year. The proposed 
notes will be in the form of unsecured promissory notes 
payable not more than twelve months from the date of 
issuance (and in any event maturing not later than 
December 31, 1978) and will bear interest at a rate per 
annum equivalent to 1/4 of 1% above the commercial 
loan rate in effect at the Manufacturers Hanover Trust 
Company from time to time. The notes will, at the 
option of Ark-Mo, be prepayable in whole or in part at 
any time without premium or penalty. The net proceeds 
to be received by Ark-Mo from the issuance and sale of 
the notes proposed will be applied to the payment at 
maturity of Ark-Mo’s presently outstanding borrowings 
from Middle South. It is stated that Ark-Mo presently 
intends to repay the notes from the proceeds of 
permanent financing or from funds otherwise available 
to Ark-Mo from its operations. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective amend- 
ment to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20293), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said 
post-effective amendment, be granted and permitted to 
become effective: 


iT iS ORDERED, pursuant ot the applicable provisions 
of the Act and rules thereunder, that said application- 
deciaration, as amended by said post-effective amend- 
ment, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20350/December 29, 1977 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GAS OF MARYLAND, INC. 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
99 North Front Street 
Columbus, Ohio 43215 


(70-5991) 


NOTICE OF PROPOSAL BY SUBSIDIARY TO ISSUE 
COMMON STOCK TO PARENT HOLDING COM- 
PANY; ISSUANCE OF INSTALLMENT NOTES BY 
SUBSIDIARY AND ACQUISITION THEREOF BY 
PARENT HOLDING COMPANY; SHORT-TERM 
ADVANCES BY PARENT TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (‘‘Columbia’’), a registered holding 
company, and two of its wholly-owned subsidiary 
companies, Columbia Gas of Maryland, Inc. 
(‘‘Columbia of Maryland’’) and Columbia Gas of West 
Virginia, Inc. (‘‘Columbia of West Virginia’), have 
filed a post-effective amendment to an application- 
deciaration previously filed with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Sections 6(b), 9, 10, 12(b) 
and 12(f) of the Act and Rules 43, 45 and 50(a)(3) 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
post-effective amendment, which is summarized below, 
for a complete statement of the proposed transactions. 


By orders dated April 22, 1977, October 17, 1977, and 
November 23, 1977 (HCAR Nos. 19996, 20219 and 
20269), Columbia and certain of its subsidiary 
companies, including Columbia of Maryland and 
Columbia of West Virginia, were authorized to engag 

in intrasystem financing to enable the subsidiaries to 





meet projected expenditures for construction programs 
and gas supply projects and working capital require- 
‘ ments. Columbia of Maryland and Columbia of West 
Virginia now estimate that their capital expenditures 


and working capital requirements will exceed those 
projected in the application-declaration and that 
additional intrasystem financing will be required. The 
increases in expenditures are estimated as follows: 


Gross Additions 


Net 
Salvage 
and Non- 
Cash Items 


Net 
Capital 
Expenditures 





Columbia of Maryland 


Original Estimate 
increase 


Amended Estimate 


Columbia of West Virginia 


Original Estimate 
Increase 


Amended Estimate 


$ 829,000 
174,000 


$1,003,000 


$4,384,000 
815,000 


$5,199,000 


$ 86,000 


(26,000) 
$ 60,000 


$639,000 
63,000 


$702,000 


$ 743,000 
200,000 


$ 943,000 


$3,745,000 
752,000 


$4,497,000 


The increased construction activity is due to the need to 
replace more pipelines which were damaged due to last 
winter’s severe cold weather. In addition to funds 
required due to higher construction costs, Columbia of 
West Virginia requires additional funds to make 
refunds to its customers in accordance with an order of 
the Public Service Commission of West Virginia in a 
recent rate case. 


It is therefore proposed that Columbia of Maryland will 
issue an additional $200,000 principal amount of 
installment notes to Columbia and Columbia of West 
Virginia will issue and sell an additional 200,000 shares 
of common stock, par value $25 per share, to Columbia 
for an aggregate sale price of $5,000,000. It is also 
proposed that Columbia will make additional 
short-term advances of up to $500,000 to Columbia of 
Maryland to enable the subsidiary to meet state excise 
taxes which have been accelerated by the State of 
Maryland. The purchase of additional installment notes 
from and the short-term advances to Columbia of 
Maryland and the purchase of additional common stock 
equity from Columbia of West Virginia shall be subject 
to the same terms and conditions as the original trans- 
actions authorized by the Commission’s Order in this 
file dated April 22, 1977 (HCAR No. 19996). 


The fees and expenses to be incurred in connection with 
* the proposed transactions are estimated at $1,000. The 


sale of common stock by Columbia of West Virginia has 
been authorized by the Public Service Commission of 
West Virginia. It is stated that no other state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 20, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicants- 
deciarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended 
or as it may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
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a hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20351/December 29, 1977 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 


(70-5736) 


ORDER AUTHORIZING PROPOSED TRANSER OF 
FUEL EXPLORATION AND DEVELOPMENT INTE- 
RESTS FROM SUBSIDIARY PIPELINE COMPANY 
AND EXTENSION OF FUEL EXPLORATION AND 
DEVELOPMENT AUTHORIZATION 


Public Service Company of Oklahoma (‘‘PSO’’), an 
electric utility subsidiary of Central South West 
Corporation (‘‘CSW’’), a registered holding company, 
and Transok Pipe Line Company (‘‘Transok’’), a 
subsidiary pipeline company of PSO, have filed post- 
effective amendments to the application-declaration 
previously filed with this Commission pursuant to 
Sections 6(a), 7, 9, 10 and 12(b) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) regarding the 
following proposed transactions. 


PSO and Transok, in previous orders herein (HCAR 
Nos. 19569 and 20035), have been authorized to acquire 
various interests related to fuel exploration and 
development programs through December 31, 1977. 
The following table summarizes the interests acquired 
by each participant through June 30, 1977 


Oil and Gas 


Net 


Expenditures Acres 


Cumulative 
Production 


Estimated 
Reserves 





PSo $ 9,237,975 185,717 


Transok 29,411,641 195,376 





Total $38,649,616 


Expenditures 


381,093 


523,530 Bbis. 
1,067,000 Mcf. 
1,147,097 Bbis. 

32,158,000 Mcf. 


1,670,627 Bbis. 
33,225,000 Mcf. 


31,269 Bbis. 
70,182 Mcf. 

247,754 Bbis. 
5,850,653 Mcf. 


279,023 Bbis. 
5,920,835 Mcf. 








Cumulative 
Production 


Estimated 
Reserves 





PSO/Ash $ 9,009,241 
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23,600,000 tons 





Lignite 


Expenditures 


Net 
Acres 


Cumulative 
Production 





$ 1,376,865 


23,885 * 


Uranium 


Expenditures 


Net 
Acres 


Estimated 
Reserves 


Cumulative 
Production 





PSO $ 2,862,083 


53,253 


Undetermined 


“ Represents PSO’s 30% undivided interest in lignite leaseholds acquired jointly as tenants-in- 


common by the four CSW operating subsidiaries. 


so acquired. 


PSO is also a participant in a fuel exploration and 
development program with Saga Petroleum U.S.A. 
(‘‘Saga’’) in Mississippi (HCAR No. 19090). 


PSO now proposes to consolidate all of its oil and gas 


, exploration and development interests in its own name, 
transferring to its direct ownership those which are now 


held by Transok. PSO maintains that all future 
base-load generation being added by it are to be fueled 
by fuels other than oil and gas and that it will not 
initiate new petroleum exploration and development 
ventures in states other than those in which it is 
currently involved, though it does plan to continue its 
present programs as long as they remain promising asa 
supplemental source of fuel for existing generating 
units. PSO believes that a consolidation of ownership of 
such interests in PSO will facilitate the financing of 
future oil and gas development since Transok’s first 
mortgage indenture severely restricts Transok’s 
financing by prohibiting it from (i) incurring long-term 
debt other than first mortgage bonds (which Transok 
lacks property additions to issue) as debt to PSO or (ii) 
acquiring securities (including interests in partner- 
ships, corporations or mineral leaseholds consituting 
securities) except with funds loaned by PSO. This in 
effect puts on PSO the burden of financing Transok’s 
fuel exploration and development, while preventing 
PSO from utilizing the interests acquired by Transok as 
collateral for such financings. 


The programs to be transferred from Transok to it 
include the following: 1) a Substitute Exploration 
Agreement for oil and gas between Transok and Ladd 
Petroleum Company, dated March 1, 1975, pursuant to 
“which Transok owned, at June 30, 1977, interests in 


A total of total 78,444 net acres have been 


various leaseholds aggregating 30,869 net acres in the 
Anadarko Basin in western Oklahoma; 2) an Area of 
Interest Agreement, for oil and gas exploration and 
development, effective January 1, 1975 between 
Phillips Petroleum Company and Transok pursuant to 
which Transok owned leasehold interests totaling 57, 
510 acres as of June 30, 1977; 3) oil and gas leasehold 
interests aggregating 80,807 net acres in Oklahoma 
acquired by Transok under an agreement, now 
terminated, with Western Diversified Industries 
(‘‘WDI’’). Transok took over all the interests acquired 
under the agreement, except for a 5% overriding 
royalty interest in WDI and has since futher acquired 
directly 49,475 net acres as of June 30, 1977; 4) a total 
of 57,522 net acres of leasehold interests acquired 
directly by Transok as of June 30, 1977 which are not 
presently subject to exploration and development 
agreements with other parties. All gas produced under 
these or any other programs transferred to or under- 
taken by PSO would continue to be transported by 
Transok. Transok’s interest would be transferred to 
PSO at their net cost on Transok’s books, which 
amounted to $11,930,247 at June 30, 1977, and is 
expected to approximate $14,100,000 at November 1, 
1977. In consideration for such transfer PSO will 
discharge Transok from an equivalent aggregate 
principal amount of Transok’s indebtedness to PSO, 
which was $8,749,280 at June 30, 1977, and is expected 
to amount to approximately $8,750,000 at November 1, 
1977, and, if and to the extent the cost of the interests 
exceeds outstanding indebtedness, will pay cash to 
Transok in the amount of such excess. Any such cash 
will be applied by Transok towards its construction 
program, estimated at $2,186,000 for the last three 
months of 1977 and $18,073,000 for 1978. 


SEC DOCKET/1273 





PSO’s 1978 fuel exploration and development budget 
for the projects for which authorization is requested 
herein is $24,242,500, including $16,983,000 for gas 
and oil exploration and development and $7,259,500 for 
the lignite, coal and uranium activities. Of the 
$7,259,500, it is estimated that $2,236,000 will be spent 
on the joint venture Texas lignite prospects, $2,071,400 
on joint venture coal exploration in various areas of 
New Mexico, Texas and Colorado and $2,202,000 for 
uranium exploration and development. The remaining 
$750,000 has not yet been allocated to specific 
activities. Of the $16,983,000, it is estimated that about 
$7,063,000 will be spent under the Ladd Agreement, 
$2,873,000 under the Phillips Agreement and 
$7,047,000 in the programs not presently subject to 
exploration and development agreements with other 
parties. PSO states that it therefore herein requests 
that the authorization to acquire interests in fuel 
exploration and development programs previously 
granted to it be extended through December 31, 1978 to 
the extent of the additional $24,242,500 budgeted 
estimated expenditures. The type and form of the 
activities for which the extended authorization is 
requested are identical to those contained in the earlier 
orders (HCAR Nos. 19569 and 20035): 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $1,000. No 
state commission and no federal comraission, other 
than this Commission, has jurisdiction with respect to 
the proposed transactions. 


Due notice of the filing of said post-effective amend- 
ments to the application-declaration, as amended, has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20268), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that the application-declaration, as further 
amended by said post-effective amendments, be 
granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as further amended by said post-effective 
amendments, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 under the 
Act except that PSO will report quarterly to the 
Commission, on operations undertaken, expenditures 
made and interest ecquired and disposed of pursuant to 
the authorization sought herein and will further file 
quarterly with the Commission a copy of the reports it 
submits to the Federal Energy Regulatory Commission 
on FERC Form 423. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 203852/December 29, 1977 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


(70-5769) 


ORDER AUTHORIZING EXTENSION OF AUTHORI- 
ZATION TO CONDUCT FUEL EXPLORATION AND 
DEVELOPMENT PROGRAMS 


Central Power and Light Company, (‘‘CP&L’’), an 
electric utility subsidiary of Central and South West 
Corporatioin (‘‘CSW’’), a registered holding company. 
has filed post-effective amendments to the application 
previously filed with this Commission pursuant to 
Sections 9(a) and 10 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) regarding the following 
proposed transaction. 


CP&L was authorized in previous orders to acquire 
interests relating to fuel exploration and development 
activities through December 31, 1977 (HCAR Nos. 
19503, 20036). CP&L seeks to extend that authorization 
through December 31, 1978 to the extent of a budgeted 
expenditure of up to $8,192,000 from January 1, 1978 
through December 31, 1978 for such fuel exploration 
and development activities. Approximately $3,036,000 
of this amount represents expenditures for gas and oil 
ventures to be conducted in South Texas and 
$5,156,000 represents expenditures for coal, lignite and 
uranium reserves, all of which will be conducted in joint 
ventures with other CSW System operating utility 
subsidiaries. 


CP&L’s oil and gas activities through June 30, 1977 
have been restricted to its South Texas service area and 
through June 30, 1977 it has acquired 15,613 net lease- 
hold acres containing estimated proven reserves of 
5,524,000 Mcf of gas and 169,007 Bbis of oil. Expendi- 
tures for that period totalled approximately $5,841,061, 
of which $3,765,173 were expended in connection wit! 
the ‘‘Haas-McNeil-Wilson venture’’, an Exploratior. 
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Agreement entered into in 1975. Approximately 
$3,000,000 of CP&L’s 1978 budget is for this program. 


Through 1977 CP&L will have spent approximately 
$2,200,000 to acquire lignite leasehold interests in four 
prospects in East Texas, all of which are being acquired 
through joint ventures with the other CSW operating 
companies. A total of 78,444 net acres had been leased 
in these prospects through June 30, 1977, in which 
CP&L has a 30% undivided interest as tenant-in- 
common. Most of these expenditures and acquisitions 
were in ventures in Harrison, Walker and Grimes 
Counties, Texas and these are also expected to see the 
most activity in 1978. CP&L’s lignite acquisitions are to 
provide fuel for a series of projected generating plants 
to be owned jointly by the four CSW _ operating 
companies, scheduled for the period from 1985 to 1995. 
CP&L has not conducted any coal or uranium explora- 
tion and development to date but does expect, during 
1978, to enter into joint ventures involving coal explora- 
tion, in which it will have a 30% undivided interest as 
tenant-in-common with the other CSW operating sub- 
sidiaries, in various areas of New Mexico, Texas and 
Colorado. 


The types of activities for which authorization is sought 
in 1978 include acquisition of leasehold interests and 
surface titles, disposition of interests not deemed 
attractive or appropriate to CP&L’s needs, geological 
evaluation and testing, drilling of exploratory and 
development wells, operation of wells, acquisition and 
operation of gathering facilities in connection with gas 
and oil wells in which CP&L has a participation, 
arrangement for necessary treatment of processing and 
incidental sales of products or by-products where no 
use can feasibly be made of them by CP&L. Activities 
may be entered into through joint ventures, partner- 
ships or other common enterprises, and may involve 
farm-ins, farm-outs, bottom-hole or dry-hole contribu- 
tions and other transactions of the sort customarily 
engaged in during acquisition, exploration and 
development of leasehold properties. CP&L does not 
expect to initiate significant new fuel exploration and 
development ventures, though it does plan to continue 
its present programs so long as they remain promising 
as a supplemental source of fuel for existing generating 
units. No mining or development of uranium interests 
will be undertaken by CP&L without futher order of this 
Commission. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. The fees and expenses to be 
incurred in connection with the proposed transaction 
are estimated at $500. 


sDue notice of the filing of said post-effective amend- 


“ments to the application, as previous amended, has 


been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20271), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that the application, as further 
amended by post-effective amendments, be granted: 


iT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as further amended by post-effective amendments, be, 
and it hereby is, granted effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that CP&L shall report 
quarterly to the Commission on operation undertaken, 
expenditures made and interests acquired and disposed 
of pursuant to the authorization granted herein and will 
further file quarterly with the Commission a copy of the 
reports it submits to the Federal Energy Regulatory 
Commission on FERC Form 423. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20353/December 29, 1977 


In the Matter of 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-5962) 


ORDER AUTHORIZING PROPOSED EXTENSION OF 
EXISTING AUTHORIZATION TO ENGAGE IN FUEL 
EXPLORATION AND DEVELOPMENT ACTIVITIES 


West Texas Utilities Company (‘‘WTU’’), an electric 
utility subsidiary of Central and South West Corpora- 
tion (‘‘CSW’’), a registered holding company, has filed 
post-effective amendments to its application previously 
filed with this Commission pursuant to Sections 9(a) 
and 10 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) regarding the following proposed trans- 
action. 
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By order dated May 20, 1977 (HCAR No. 20034) WTU 
was authorized by the Commission to acquire, during 
1977, interests relating to fuel exploration and develop- 
ment to the extent of a budgeted investment of 
$1,150,000. WTU herein requests to extend that 
authorization through December 31, 1978 to the extent 
of a budgeted expenditure of up to $1,753,000 between 
January 1, 1978 and December 31, 1978. 


All of the 1978 budgeted amount represents expendi- 
tures for coal, lignite and uranium projects which will 
be conducted in joint ventures with the other CSW 
operating utility subsidiaries. WTU’s preliminary 
estimates shows that $781,000 of the budgeted amount 
will be applied to lignite projects already in progress, 
while $722,000 will be applied to other coal and lignite 
ventures and $250,000 to uranium ventures. 


WTU anticipates that during 1978 it will enter into joint 
ventures involving coal exploration, in which it will 
have a 10% undivided interest as tenant-in-common 
with the other CSW operating subsidiaries, in various 
areas of New Mexico, Texas and Colorado. 


Through December 31, 1977, WTU will have spent 
approximately $700,000 to acquire lignite leasehold 
interests in four prospects in East Texas, all of which 
are being acquired through joint ventures with the 
other Central and South West System operating 
companies. A total of 78,444 net acres had been leased 
in these prospects through June 30, 1977, in which 
WTU has a 10% undivided interest as tenant-in- 
common. Most of these expenditures and acquisition 
were ventures in Herrison, Walker and Grimes 
Counties, Texas and these are also expected to see the 
most activity in 1978. The lignite acquisitions are to 
provide fuel for a series of projected generating plants 
to be owned jointly by the four CSW System operating 
companies, scheduled for the period from 1985 to 1995. 


The types of activities for which the extended authori- 
zation is requested are the same as those previously 
authorized and will include acquisition of leasehold 
interests and surface titles, disposition of interests not 
deemed attractive or appropriate to WTU’s needs, 
geological evaluation and testing, drilling of 
exploratory and development wells, operation of weils, 
acquisition and operation of gathering facilities in 
connection with gas and oil wells in which WTU has a 
participation, arrangement for necessary treatment or 
processing and incidental sales of products or 
by-products where no use can feasibly be made of them 
by WTU. Activities may be entered into through joint 
ventures, partnerships or other common enterprises, 
and may involve farm-ins, farm-outs, bottom-hole or 
dry-hold contributions and other transactions of the sort 
customarily engaged in during acquisition, exploration 
and development of leasehold properties. 
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WTU does not expect to initiate significant new fuel 
exploration and development ventures, though it does 
plan to continue its present programs as long as the} 
remain promising as a supplemental source of fuel for 
existing generating units. No mining or development of 
uranium interests will be undertaken by WTU without 
further order of this Commission. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction with respect to 
the proposed transaction. The fees and expenses to be 
incurred in connection with the proposed transaction 
are estimated at $500. 


Due notice of the filing of said post-effective amend- 
ments to the application, as previously amended, has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20273), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that the application, as further amended by 
said post-effective amendments, be granted: 


1T 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as further amended by said post-effective amendments 
be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act except that WTU shall 
report quarterly to the Commission, on operations 
undertaken, expenditures made and interests acquired 
and disposed of pursuant to the authorization granted 
herein and will further file quarterly with the 
Commission a copy of the reports it submits to the 
Federal Energy Regulatory Commission on FERC Form 
423. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20354/December 29, 1977 


In the Matter of 





INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-5858) 


ORDER AUTHORIZING ISSUE AND SALE OF 
NOTES TO BANKS AND A DEALER IN COM- 
MERCIAL PAPER AND GRANTING REQUEST FOR 
EXEMPTION FROM COMPETITIVE BIDDING 


Indiana & Michigan Electric Company (‘‘1&M’’), an 
electric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 
has filed with this Commission a sixth post-effective 
amendment to its application previously filed in this 
matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rules 
50(a)(2) and 50(a)(5) promulgated thereunder regard- 
ing the following proposed transactions. 


By orders dated June 30, August 20, September 15, 
1976, February 23, 1977, and July 18, 1977, (HCAR 
Nos. 19598, 19655, 19680, 19898 and 20113), this 
Commission, among other things, authorized the 
issuance and sale of short-term notes by |&M to 37 
banks with lines of credit in an aggregate amount of 
$189,840,000, to a dealer in commercial paper and to 
the trust departments of two commerical banks. By said 
orders, 1!&M was authorized to incur short-term 
‘orrowings through June 30, 1978, to mature no later 
than December 31, 1978, in an aggregate principal 
amount not to exceed $125,000,000 outstanding at any 
time. This amount, date, and maturity were to be 
limited as allowable under !1&M’s Articles of 
Acceptance (20% of capitalization as defined therein, 
December 31, 1976, and June 30, 1977, respectively). 
1&M was granted an exemption from the competitive 
bidding requirements of Rule 50 in connection with the 
issuance of this short-term debt. Pursuant to order 
dated September 29, 1976, in proceeding 70-5887 
(HCAR No. 19697), 1&M called a special meeting of its 
cumulative preferred shareholders on October 13, 1976, 
at which time |&M was permitted, under its Articles of 
Acceptance, to issue short-term debt up to 20% of 
capitalization as defined therein, to December 31, 1980, 
with maturity no later than June 30, 1981. 


By its sixth post-effective amendment, |&M requests 
that the authority granted to it in the above-cited 
orders, and the exemption from the competitive 
bidding requirements of Rule 50, be modified to allow 
1&M to issue and sell short-term notes to 39 named 
banks and to a dealer in commercial paper to June 30, 
1978. 1&M proposes to incur such short-term debt in an 
aggregate principal amount not to exceed $125,000,000 
outstanding at any one time, with none of the notes to 
mature later than December 31, 1978. As of Novermber 
1, 1977, |&M had $103,345,000 of such short-term debt 
outstanding. 


It is stated that 1&M has lines of credit with 39 named 
banks which total $282,640,000. For purposes of 
borrowing, these banks are of three classes. Ecah note 
to be issued to a Class | bank will mature not more than 
270 days after the date of issuance or renewal thereof, 
and will be prepayable at any time without premium or 
penalty. 1&M’s credit arrangements with these banks 
require it to maintain compensating balances equal to a 
percentage of the line of credit made available by the 
bank plus a percentage of any amount actually 
borrowed (generally not in excess of 10% of the line of 
credit and 10% of the amount borrowed). In most cases 
1&M maintains deposit balances for its operational and 
financial needs in amounts sufficient to satisfy any 
compensating balances required with respect to 
borrowings from such banks. Borrowings from a Class | 
bank would generally bear interest at an annual rate not 
greater than the bank’s prime commercial rate in effect 
from time to time. 


Each note to be issued to a Class I! bank will mature not 
more than 90 days after the date of issuance or renewal 
thereof, and will be prepayable at any time without 
premium or penalty. 1&M’s credit arrangements with 
these banks require it to maintain compensating 
balances of 5% of the line of credit and to pay a fee 
equal to 4% of the bank’s prime commercial rate then 
in effect on the size of the line. The combination of 5% 
compensating balances and a fee is generally 
equivalent to compensating balances not in excess of 
10% of the line of credit made available. In addition, 
1&M must pay interest at the rate of 108.5% of the 
bank’s prime commercial rate then in effect on the 
borrowings. It is stated that if the balances maintained 
and the fees paid by !&M with and to the Class | and II 
banks were maintained and paid solely to fulfill 
requirements for borrowings by I&M, the effective 
annual interest cost under either such arrangement, 
assuming full use of the line of credit, would not exceed 
125% of the prime commercial rate in effect from time 
to time, or not more than 9.6875% on the basis of a 
prime commercial rate of 7.75%. 


With respect to the Class III banks, 1&M has a money 
market facility at each of two named banks in an 
aggregate amount of $25,000,000. These money market 
facilities do not represent a formal commitment or 
engagement by these banks to 1&M, but represent 
merely the ability of I&M to request unsecured 
borrowings, in the form of promissory notes, on a 
case-by-case basis. These money market facilites are 
available for unsecured borrowings in domestic dollars 
and/or in Eurodollars for periods of up to 180 days after 
the date of issuance, and any such borrowings will be 
prepayable at any time without premium or penalty. No 
compensating balances are required. The interest rate, 
which is presently to be negotiated on a case-by-case 
basis (using a 360 day year, is pegged to either the 
London Interbank Offering Rate plus a designated 
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percent, if the borrowings are made in Eurodollars, or 
to a designated percent of the bank’s prime rate, if the 
borrowings are made in domestic dollars. It is stated 
that interest rates on these notes will be lower than the 
effective interest rates for borrowings made from Class 
i and Il banks, including the effect of any compensating 
balances and fees paid. 


It is further proposed that commercial paper will be 
sold directly by 1!&M to Lehman Commercial Paper 
Incorporated (the ‘‘Dealer’’). The commercial paper 
will consist of promissory notes in denominations of not 
less than $50,000 nor more than $5,000,000, of varying 
maturities, with no maturity more than 270 days after 
the date of issue; such notes will not be repayable prior 
to maturity and will be sold at a discount rate not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper will be 
issued having a maturity of more than 90 days if such 
commercial paper would have an effective interest cost 
to |1&M which exceeds the effective interest 
cost at which | & M could borrow from com- 
mercial banks. The Dealer will reoffer the 
commercial paper, at a discount rate 1/8 of 1% per 
annum less than the discount rate at which such notes 
were purchased from i&M, to not more than 200 of the 
Dealer’s customers designated in a non-public list 
prepared by the Dealer in advance. No sales of such 
commercial paper will be made to any customer unless 
that customer has received up-to-date reports as to the 
credit position of 1&M. It is expected that the Dealer’s 
customers will ho!d such commercial paper to maturity; 
but if any such customer wishes to resell !&M 
commercial paper prior to maturity, the Dealer, 
pursuant to a verbal repurchase agreement, will 
repurchase the commercial paper and reoffer it to other 
customers on its non-public list. 


The proceeds from the issue and sale of the notes will 
be used by |&M to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future 
construction program. Such construction expenditures 
for the year 1977 are estimated at approximately 
$158,800,000, exclusive of the cost of the construction 
program of 1&M’s subsidiary, Indiana & Michigan 
Power Company. The estimate of this subsidiary’s 
construction expenditures for the year 1977 is 
approximately $74,300,000. 


1&M claims exemption from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes to banks pursuant to paragraph (a)(2) thereof. 
Additionally, |!&M requests exemption from the 
competitive bidding requirements of Rule 50 for the 
proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5) thereof on the grounds 
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that it is not practicable to invite competitive bids for, 
commercia! paper. & 


There are no fees or expenses to be incurred in 
connection with the proposed transactions. No state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective 
amendment to the application has been given in the 
manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 20285), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that is is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


iT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendment, be, and 
it hereby is, granted, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, except that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of corporately 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20355/December 29, 1977 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wiimington, Delaware 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 





WEST TEXAS UTILITIES COMPANY 
@ sieve, Texas 

CSR SERVICES, INC. 

Dallas, Texas 


(70-5930) 


ORDER AUTHORIZING AMENDMENT TO SYSTEM 


MONEY POOL ARRANGEMENT FOR SHORT-TERM 
BORROWINGS 


Central and South West Corporation (‘CSW”’), a 
registered holding company, and five of its subsidiary 
companies, Central Power and Light Company, CSR 
Services, Inc., Southwestern Electric Power Company, 
West Texas Utilities Company, and Public Service 
Company of Oklahoma (collectively, the ‘‘subsidi- 
aries’’), have filed a third post-effective amendment to 
their application-declaration previously filed with this 
Commission pursuant to Sections 6, 7, 9(a), 10, 12(b) 
and 12(f) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rules 43, 45 and 50 promulgated 


thereunder regarding the following proposed trans- 
action. 


By order dated December 30, 1976 (HCAR No. 19829) 
oi: in this proceeding, CSW and the subsidiaries 


were authorized, inter alia, to establish a system money 

~ pool (‘‘money pool’’) to coordinate their short-term 
borrowings and to make borrowings outside the money 
pool from banks and through the issuance of 
commerical paper. The money pool is composed from 
time to time of funds from the following sources: (i) 
surplus finds of CSW; (ii) surplus funds of any of the 
subsidiaries; (iii) borrowings by CSW or the 
subsidiaries from banks; and (iv) proceeds from CSW’s 
sales of commercial paper. CSW administers the money 
pool by matching up, to the extent possible, short-term 
cash surpluses and loan requirements of CSW and the 
various subsidiaries. Subsidiary requests for short-term 
loans are met first from surplus funds of the other 
subsidiaries which are available to the money pool, and 
then from CSW’s corporate funds to the extent 
available. To the extent that subsidiary contributions of 
surplus funds to the money pool and CSW’s corporate 
funds are insufficient to meet subsidiary requests for 
short-term loans, borrowings are made from outside 
the system. The interest rate applicable to all loans of 
surplus funds through the money pool is the rate 
published in The Wali Street Journal for commercial 
paper placed directly by a major finance company and 
having a term most nearly equal to the term of the 
particular money pool loan in question. The interest 
rate applicable to funds borrowed by CSW from 
eo. sources and loaned through the money pool is 
qual to CSW’s net cost for the external borrowings. No 

loan is made by CSW or a subsidiary if the borrowing 


subsidiary could borrow more cheaply directly from 
banks or through the sale of its own commercial paper. 


By post-effective amendment filed in this proceeding, it 
is proposed to amend the money pool arrangement to 
provide that while no loan will be made by CSW or a 
subsidiary if the borrowing subsidiary could borrow 
more cheaply directly from banks or through the sale of 
its own commercial paper, a subsidiary will nonetheless 
borrow directly from a bank, even if the cost of such 
borrowing is not less than the cost of equivalent 
borrowings through the money pool, if and only to the 
extent that such bank requires that such borrowings be 
made as a condition of maintaining the subsidiary’s line 
of credit with such bank. It is stated that this flexibility 
is necessary because the subsidiaries do not maintain 
adequate balances with some of the smaller banks with 
which the subsidiaries have lines to compensate the 
banks for the lines without making some actual 
borrowings. It is requested that borrowings from banks 
under the circumstances described be permitted in an 
aggregate not to exceed $10,000,000 at any one time 
outstanding for all the subsidiaries and $5,000,000 at 
any one time outstanding for any one subsidiary. 


The record is incomplete with respect to the fees and 
expenses to be incurred in connection with the 
proposed transaction. No state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 promuigated 
under the Act (HCAR No. 20283), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary: and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended, be 
granted and permitted to become effective. 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended by said post-effec- 
tive amendment, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shail be filed quarterly, and subject further 
to the reservation of jurisdiction ordered below. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees and 
expenses to be incurred in connection with the 
proposed transaction. 
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For the Commission, by the Division of Corporate Applicant states that its investment objective is to 
Regulation, pursuant to delegated authority. maximize the total return on a portfolio of fixe 
income investments, primarily bonds and other debt 
instruments. Applicant states that the minimum initial 
investment will be $250,000; subsequent investments 
George A. Fitzsimmons may be made in any amount. INA Capital Mangement 

Secretary Corporation is Applicant’s investment manager. 


Applicant states that the Trust will only accept invest- 
ments and sell units at the net asset value per unit as 
determined once each month as of the close of 
trading on the New York Stock Exchange on the last 
day that such Exchange is open for trading in such 

month (the “Investment Date”) if the exemption 
INVESTMENT COMPANY ACT OF 1940 sought hereby is obtained. The Applicant believes that 
it would be beneficial were the Trust able to compute 
the current net asset value of its shares as of the 
close of trading on the New York Stock Exchange on 
(i) the Investment Date and (ii) every date that the 
Trust receives a request for redemption in proper 
form, rather than daily as Rule 22c-1(b) would require. 
The Applicant is therefore requesting an exemption 
from Rule 22c-1(b). 











INVESTMENT COMPANY ACT OF 1940 
Release No. 10069/December 22, 1977 


In the Matter of 


INA CAPITAL BOND TRUST 
1617 John F. Kennedy Boulevard 
Philadelphia, PA 19103 


Applicant states that in the event that the Trust or its 
agent receives (i) a check more than five business 
days before an Investment Date, or (ii) funds by vie 


more than two business days before an Investment 
Date, the Trust’s agent will inform the prospective 
investor by telephone that the standard procedure of 
the Trust and its agent is to return the check or wire 
the funds back to the prospective investor. If the pro- 
spective investor so requests, the agent will hold the 
check or funds in safekeeping but without interest for 
the account of the prospective investor until the 
Investment Date. The agent will acknowledge in 
writing the receipt of a check or wired funds which are 
received more than five or two business days 
respectively before an Investment Date, and any 
instructions which the agent has received from the 
prospective investor. Neither the Trust nor its agent 
will deposit any check for collection until the order 
has been accepted for investment. The Trust believes 
that the likelihood is remote that checks will be re- 
ceived by the Trust or its agent prior to five business 
days before an Investment Date. The Trust has been 
informed by New England Merchants National Bank, 
the Transfer Agent and Custodian of the Trust, that it 
is not practical to make arrangements for checks or 
wired funds which are received more than five or two 
business days, respectively, in advance of an Invest- 
ment Date to earn interest for a prospective investor in 
Applicant, a Pennsylvania trust, acts as a group trust the short period of time that will remain before an 
for the pooling of funds of pensions and _ Investment Date because of the necessity of obtaining 
profit-sharing plans qualified under Section 401(a) of written authorization and other documents. Orders | 
the Internal Revenue Code and subject to the may be withdrawn by prospective investors until they 
Employee Retirement income Securitys Act of 1974. are accepted by the Trust. 


(812-4176) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF RULE 22c-1 THERE- 
UNDER 


NOTICE IS HEREBY GIVEN that INA Capital Bond 
Trust (“Applicant” or “Trust”), an open-end diversified 
investment company registered under the Investment 
Company Act of 1940 (the “Act”), filed an application 
on August 16, 1977, and amendments thereto on 
November 10 and December 19, 1977, for an order of 
the Commission pursuant to Section 6(c) of the Act 
exempting it from the provisions of Rule 22c-1 under 
the Act to permit it to value its assets for the purpose 
of investments in and redemptions of Applicant’s 
shares on designated valuation dates. Ali interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
therein which are summarized below. 
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@:: 22c-1 provides, in pertinent part, that no re- 


istered investment company issuing any redeemable 
security shall sell, redeem, or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for redemp- 
tion or of an order to purchase or sell such security. 
Current net asset value of any such security shall be 
computed on each day during which the New York 
Stock Exchange is open for trading, not less 
frequently than once daily as of the time of the close 
of trading on such exchange. 


Applicant asserts that pricing its shares every day that 
the New York Stock Exchange is open as required by 
Rule 22c-1 would serve no usefu! purpose and would 
increase the operating expenses of Applicant. Appli- 
cant believes that monthly pricing, when combined 
with pricing on any day a redemption order in proper 
form is received, would help keep its expenses to a 
minimum. Furthermore, .it is asserted that the cost 
saving if pricing is done monthly will promote healthy 
competition between the Applicant and other potential 
sources of management for pension and profit-sharing 
plans. 


Applicant points out that Investment Company Act 
@r: No. 5519 (“Release”) states that Rule 22c-1 


was intended to: (1) eliminate or reduce any dilution 
in the value of outstanding redeemable securities of 
registered investment companies occurring through 
the sale of such securities at a price below their net 
asset value, or through the redemption or repurchase 
of such securities above their net asset value, and (2) 
minimize speculative trading practices which are 
encouraged by the practice of selling investment com- 
pany shares at a previously determined net asset 
value. Applicant asserts that the exemption requested 
herein is not inconsistent with the concerns 
underlying Rule 22c-1 since no dilution of the 
Applicant’s shares will occur. Because the shares will 
be purchased only once a month and are redeem- 
able but not otherwise transferable, speculative 
trading practices will not be encouraged. Applicant 
further states that an application for an exemption is 
expressly contemplated in the Release where an 
investment company believes that the once daily 
pricing requirement will be unduly burdensome. Ap- 
plicant asserts that failure to obtain an exemption 
from Rule 22c-1 will be unduly burdensome since it 
will weaken Applicant’s ability to manage investments 
for pension and profit-sharing plans on a competitive 
basis. Because investors in the Applicant will be 
institutions rather than individuals, it is believed un- 
necessary to sell shares daily. Applicant believes 
that monthly pricing will benefit its institutional 
investors, is in the public interest and is consistent 
with the protection of investors generally. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities, or 
transactions from any provisions of the Act or any rule 
or regulation under the Act, if and to the extent such 
exemption is necessary or appropriate in public 
interest, and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 16, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No 10070/December 23, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No 5893/December 23, 1977 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10071/December 23, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5894/December 23, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10072/December 23, 1977 


In the Matter of 


VANDERBILT INCOME FUND, INC. 
VANDERBILT GROWTH FUND, INC. 
and 


PEGASUS INCOME & CAPITAL FUND, INC. 
c/o Greenberg & Glusker 

1900 Avenue of the Stars 

Los Angeles, California 90067 


(812-4065) 


ORDER PERMITTING WITHDRAWAL OF APPLI- 
CATION 


On February 3, 1977, a notice (Investment Company 
Act Release No. 9630) was issued of the filing of an 
application pursuant to Section 6(c) of the Investment 
Company Act of 1940 (“Act”) for orders (1) exempting 
certain trusts proposed to be created by Vanderbilt 
Income Fund, Inc. (“Income”), and Vanderbilt Growth 
Fund, Inc. (“Growth”), from all provisions of the Act 
and all rules and regulations thereunder other than 
Sections 9, 17, 31, 34, 36, and 37 and the rules and 
regulations thereunder, and (2) exempting, to a 
limited extent, Pegasus Income & Capital Fund, Inc. 
(“Pegasus”) and the trusts to have been created by 
Income and Growth from Section 17(h) of the Act. On 
December 8, 1977, Income, Growth and Pegasus 
requested that the application be withdrawn. 
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found appropriate to permit withdrawal of the pendi 


The matter has been considered, and it has | 
application. Accordingly, 


IT IS ORDERED that withdrawal of the aforementioned 
application be, and hereby is, permitted. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1935 
Release No. 10073/December 27, 1977 


In the Matter of 


EPOCH RESOURCES FUND, INC. 
8765 Montgomery Avenue 
Wyndmoor, Pennsylvania 19118 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


(811-2164) 


NOTICE IS HEREBY GIVEN that Epoch Resources 
Fund, Inc. (‘‘Epoch’’), registered under the Investment 
Company Act of 1940 (the ‘‘Act’’) as a diversified, 
open-end, management investment company, filed an 
application on April 14, 1977, and amendments thereto 
on July 1, 1977, and July 14, 1977, for an order of the 
Commission, pursuant to Section 8(f) of the Act, 
declaring that Epoch has ceased to be an investment 
company as defined in the Act. All interested person 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


The application states that Epoch was incorporated 
under the laws of Maryland on January 11, 1971, and 

has been registered under the Act since 1971. Epoch 
states that it has never been successful in selling a 
significant number of its shares; that its total net assets 
have never exceeded one million dollars; that it has 
never had more than 150 shareholders at any one time; 

and that, as of December 31, 1976, it had only 26 share 
holders and total net assets of $137,117. It represent 

that as of March 31, 1977, it had no shareholders and no 





eemed their shares prior to that date. According to 
“the application, on March 7, 1977, Epoch’s Board of 
Directors authorized it to file for dissolution under 
Maryland law. Epoch states that it does not have any 
current operations and has no plans or intentions to 
continue as either an investment company or a corpora- 
tion, and that as of July 1, 1977, it does not have any 
debts or liabilities outstanding. 


* assets, all of its shareholders having voluntarily 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order and, upon the 
taking effect of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 


addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
@::::: shall be served personally or by mail upon 


Lpplicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
elease No. 10074/December 28, 1977 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


and 


KNAPP KING-SIZE CORPORATION 
One Knapp Centre 
Brockton, Massachusetts 02401 


(812-4192) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) OF THE ACT. 


Investors Syndicate of America, Inc. (‘‘ISA’’), a wholly- 
owned subsidiary of Investors Diversified Services, Inc. 
(‘‘IDS’’) and registered as a face-amount certificate 
company under the Investment Company Act of 1940 
(‘‘Act’’), and Knapp King-Size Corporation 
(‘‘Knapp’’), a Massachusetts corporation (hereinafter 
collectively ‘‘Applicants’’) filed an application on 
September 20, 1977, and an amendment thereto on 
November 18, 1977, pursuant to Section 17(b) of the Act 
for an order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed sale 
by ISA to Knapp of 79,063 shares of Knapp common 
stock currently held by ISA. 


On December 2, 1977, a notice (Investment Company 
Act Release No. 10038) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction, including the 
consideration to be paid or received, are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is 
consistent with the policy of ISA and with the general 
purposes of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale by ISA to Knapp of 79,063 shares 
of Knapp common stock currently held by ISA be, and 
hereby is, exempted from the provisions of Section 
17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10075/December 28, 1977 


In the Matter of 


CANADIAN INTERNATIONAL POWER COMPANY 
LIMITED 

Suite 1800, 2020 University Street 

Montreal, Quebec 

Canada H3A 2A5 


THE UNITED CORPORATION 
250 Park Avenue 
New York, New York 10017 


ALEJANDRO J. LARA 

Casa Rosada, Calle Las Lomas 
Urb. Las Mercedes 

Caracas, Venezuela 


ALFREDO ANZOLA MONTAUBAN 
Ruta C, Quinta Larraul 

Los Campitos 

Caracas, Venezuela 


(812-4090) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(e)(1) AND PURSUANT TO RULE 17d-1 
PERMITTING SUCH TRANSACTION 


The United Corporation (‘‘United’’), a closed-end, 
non-diversified, management investment company 
registered under the Investment Company Act of 1940 
(‘‘Act’’), Canadian International Power Company 
Limited (‘‘Cl Power’’), Sr. Alejandro J. Lara (‘‘Lara’’), 
and Sr. Alfredo Anzola Montauban (‘‘Anzola’’) filed an 
application on February 11, 1977, and an amendment 
thereto on July 19, 1977, for an order, pursuant to 
Section 6(c) of the Act, exempting from the provisions 
of Section 17(e)(1) the proposed payment of compensa- 
tion by Cl Power to Lara and Anzola for their efforts in 
negotiating the sale of substantially all of Cl Power’s 
Venezuelan assets to an agency of the Venezuelan 
government, and for an order, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, to the extent 
necessary, permitting such transaction. 


On December 1, 1977, a notice (Investment Company 
Act Release No. 10036) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 
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basis of the information stated in the application, t 
the granting of the application is appropriate in t 
public interest, and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act; that the participation of Cl 
Power in the transaction is not on a basis different from 
or less advantageous than that of other participants; 
and that the participation of Cl Power in the transaction 
is consistent with the provisions, policies and purposes 
of the Act. It is further found that the terms of the 
proposed transaction are reasonable and fair and do not 
involved overreaching on the part of any person 
concerned. Accordingly, 


The matter has been considered and it is found, on * 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 17(e)(1) 
of the Act, be, and hereby is, granted, effective forth- 
with. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the applica- 
tion for an order permitting the transaction, be, and 
hereby is, granted, to the extent necessary, effective 
forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary & 





LITIGATION 





Litigation Release No. 8229/December 23, 1977 


SEC v. JOHN C. DOYLE et al. 
[S.D.N.Y. 76 Civil 1882(WCC)] 


The Securities and Exchange Commission (‘‘Commis- 
sion’’) announced that on December 12, 1977 the 
Honorable William C. Conner of the United States 
District Court for the Southern District of New York 
entered final judgments of permanent injunction against 
John C. Doyle, Robert K. Glass, Albert A. Furst, Hubert 
Ducharme, Union Trust Corporation, Guardian 
Management, S.A., and Securities and Real Estate 
Holding Co. Overseas) Ltd. enjoining them from further 
violations of Sections 9(a)(1), 9(a)(2) and 10(b), the 
market manipulation and anti-fraud provisions of the 
Securities Exchange Act of 1934, and Rule 10b-5 
promulgated thereunder. The Commission also 
voluntarily dismissed its complaint in the same action 
against two other defendants, Parsons and Landrigan, 
Ltd. a Newfoundland broker-dealer now in bankrup 

and Kiely Daniel Landrigan, a principal of that A) 
now deceased. 





defendants engaged in a scheme to manipulate the 
ice of the common stock of Canadian Javelin Ltd. 
(‘‘Javelin’’) on the American stock exchange and on 
two Canadian stock exchanges. The defendants 
purchased and sold large quantities of Javelin stock in 
order to create an illusion of wide-spread buying 
interest. These transactions were matched orders and 
wash sales involving no change in beneficial owner- 
ship and were designed to artificially increase and 
maintain the price of Javelin stock. 


» Commission’s complaint alleged that during 1975 


The defendants consented to the entry of the final 
judgments without admitting or denying the allega- 
tions of the Commission’s complaint. 





Litigation Release No. 8230/December 23, 1977 


SEC v. ATLANTIC AND PACIFIC CORPORATION, 
ET AL., 
(U.S.D.C., D. of Colo., Civil Action No. 77-1155) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission, announced that on December 16, 1977 the 
@rive filed a complaint in the U.S. District 


urt in Denver, Colorado, seeking to enjoin Atlantic 
Zid Pacific Corporation, a Colorado corporation, and 
Hollis H. Marshall of Denver from violating certain 
registration and antifraud provisions of the Federal 
Securities laws. 


The complaint alleges that the defendants violated the 
Federal securities laws in connection with the offer 
and sale of unregistered promissory notes of Atlantic 
and Pacific Corporation. 





Litigation Release No. 8231/December 28, 1977 


UNITED STATES v. SHELDON SALMON, et al., 
77 Crim. 49 (S.D.N.Y.) 


UNITED STATES v. JEROME H. TRUEN, et al., 
S. 77 Crim. 140 (S.D.N.Y.) 


The New York Regional Office of the Securities and 
Exchange Commission and the United States Attorney 
for the Southern District of New York announced that 
on December 14, 1977 Sheldon J. Salmon was 
sentenced by the Honorable Charles E. Stewart, 
District Court Judge for the Southern District of New 

rk, to serve a term of eighteen months imprison- 

nt on each of two counts of an indictment, the 
terms to run concurrently. Mr. Salmon is the former 


president of S.J. Salmon & Co., Inc., a now defunct 
broker-dealer. This sentencing was the result of his 
guilty plea on May 9, 1977 to one count of conspiracy 
to violate the securities laws and to one count of mail 
fraud. (See Litigation Release 8112). [U.S. v. Sheldon 
Salmon, et al., 77 Crim. 49 (S.D.N.Y.) and U.S. v. 
Jerome H. Truen, et al., S. 77 Crim. 140 (S.D.N.Y.)] 


Mr. Salmon had previously been sanctioned by the 
Commission in a related administrative proceeding 
instituted on September 26, 1974 (In the Matter of S.J. 
Salmon & Co., Inc., et al., Adm. Pro. File No. 3-4556). 
See Release Nos. 34-11045, 34-11576, 34-11695, 
34-12007 and 34-12679. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Litigation Release No. 8232/December 28, 1977 


SEC v. BENGAL OIL & GAS CORPORATION, et al. 
(W.D. Texas) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, announced that on December 8, 1977, the 
Commission filed a civil injunction action in Federal 
District Court at Midland, Texas, naming as 
defendants Bengal Oil & Gas Corporation, R. Searle 
McGrath and Benjamin F. Hoffacker, Jr., all of 
Midland. 


The Complaint alleged that the defendants had 
violated the antifraud provisions of the federal 
securities laws in the offer and sale of interests in 
limited partnerships and joint ventures organized by 
Bengal Oil & Gas Corporation to engage in oil and gas 
exploration and production, and in connection with 
the offer and sale of common stock of Bengal Oil & 
Gas Corporation, a publicly-held company, the 
common stock of which is traded over-the-counter. 


Specifically, the Complaint alleged that McGrath 
caused Bengal Oil & Gas Corporation to misappro- 
priate assets of the limited partnerships and joint 
ventures and to use such funds in the general opera- 
tions of Bengal Oil & Gas Corporation, and that 
Hoffacker participated in the sale of interests in a joint 
venture in 1976 without disclosing material facts con- 
cerning, among other things, the financial condition of 
Bengal Oil & Gas Corporation and the use by the 
company of funds belonging to limited partnerships 
which it managed for purposes unrelated to the 
business of the limited partnerships. 
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The Complaint further alleged that McGrath and 
Hoffacker assisted in the promotion of the sale of 
common stock of Bengal Oil & Gas Corporation to 
shareholders and prospective shareholders based upon 
misrepresentations concerning the proposed acquisi- 
tion by the company of funds to be derived from a 
fund raising effort to be conducted by others in 
Europe, at a time when neither McGrath nor 
Hoffacker believed that such fund raising effort would 
be successful. 





Litigation Release No. 8233/December 28, 1977 


SEC v. SALVATORE J. DELORO 
(S.D. TEX) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission and Daniel R. Kirshbaum, Assistant Regional 
Administrator of the Houston Branch Office, today 
announced that on December 16, 1977, the Commis- 
sion filed a civil injunctive complaint in federal district 
court at Houston, Texas, seeking to enjoin Salvatore J. 
Deloro of Houston from further violations of the 
registration and antifraud provisions of the federal 
securities laws. 


The complaint alleged that Deloro violated the 
registration and antifraud provisions of the federal 
securities laws in connection with the offer and sale of 
unregistered securities in the form of fractional 
undivided working interests in oil and gas leases 
located in Liberty County, Texas, issued by Midway 
Resources, Inc. of Houston. 


The complaint alleged that Deloro utilized both printed 
sales promotional materials and oral sales presenta- 
tions made during long distance telephone calls to 
investors which contained numerous false and 
misleading statements concerning, among other 
things, the background and experience of Deloro and 
Midway Resources, Inc., the use of the proceeds 
derived from the sale of the securities, the risk 
involved in the investment, and the status of wells to 
be drilled. 


The complaint further alleges that although Deloro 
received at least $20,000 from the unlawful sale of 
securities, he failed to drill any of the wells which 
formed the basis of the offering. 





Litigation Release No. 8234/December 28, 1977 


STATE OF GEORGIA v. JOHN C. SPENCER AND 
WILLIAM J. HAMILTON 
(Fulton County Superior Court, Georgia A-37183) 
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of Georgia, and Jule B. Greene, Administrator of 

Atlanta Regional Office of the Securities a 

Exchange Commission, announced that on December 
7, 1977, John C. Spencer and William J. Hamilton, 
both of Atlanta, were acquitted by a petit jury of 
Fulton County, Georgia of four counts of offering to 
sell and selling promissory notes of Roy D. Warren 
Realty Company (‘‘Warren’’), a now-defunct Atlanta 
company, while not being registered as securities 
salesmen and of five counts of offering to sell and 
selling promissory notes of Warren while failing to 
disclose material statements necessary to make the 
statements made not misleading concerning Warren’s 
financial condition and the pledge of its assets. Three 
other counts involving similar activity were dismissed. 


Arthur K. Bolton, the Attorney General for the ‘> 


The Commission had previously obtained permanent 
injunctions against both defendants prohibiting them 
from further violations of the registration and 
anti-fraud provisions of the federal securities laws. 


For further information, see Litigation Release Nos. 
7596, 7608 and 8172. 





Litigation Release No. 8235/December 28, 1977 


S.E.C. v. THE GAP STORES, INC., DONALD 
FISHER AND JAMES D. ABRAMS 
(U.S.D.C., N.D. Calif., C-77-2880-WAI) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate 
Regional Administrator of the San Francisco Branch 
Office, announced the filing of a complaint in the 
United States District Court for the Northern District 
of California on December 21, 1977 to enjoin The Gap 
Stores, Inc. (‘‘Gap’’), a corporation located in 
Burlingame, California; Donald G. Fisher (‘‘Fisher’’), 
its president; and James D. Abrams, its vice 
president-corporate affairs and treasurer, from 
violating Sections 5(b) and 17(a) of the Securities Act 
of 1933 and Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder. Each of the 
defendants simultaneously consented, without admit- 
ting or denying the allegations of the complaint, to the 
entry of a Final Judgment of Permanent Injunction 
enjoining them from further violations as alleged. 


The Commission’s complaint alleged that the 
defendants violated the above provisions of the federal 
securities laws in connection with a public offering of 
1.2 million shares of Gap common stock at $18 per 
share in May 1976. The complaint alleged, among 
other things, that the prospectus and registration 
statement used in the public offering failed to aol 
material facts concerning Gap’s current operatio 

specifically, that a material buildup in inventory 





ated a material risk of a material adverse impact on 
ap’s earnings in fiscal 1976. The complaint further 
alleged that Fisher sold 115,000 shares of Gap 
common stock as part of the public offering while in 
possession of such material facts. 


@:: combined with lower than planned retail sales, 





Litigation Release No. 8236/December 28, 1977 


SEC v. CAPITAL OIL CORPORATION, et al. 
(N.D. Texas) (Civil Action No. CA3-5027F) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that on December 21, 
1977, Federal District Judge Robert W. Porter, at 
Dallas, Texas, entered an Order of Permanent 
Injunction by Summary Judgment against Randy 
Copeland, Dallas, Texas, enjoining him from further 
violations of the antifraud provisions of the federal 
securities laws. 


The Commission’s Complaint alleged that Copeland, 
among others, had violated the antifraud provisions of 
the federal securities laws in the offer and sale of 
fractional undivided working interests in oil and gas 
leases located in Cochran and Tom Green Counties, 
@ on behalf of Capital Oil Corporation, Dallas. 


For further information, see Litigation Release Nos. 
5134, 5162 and 5459. 





Litigation Release No. 8237/December 29, 1977 


SECURITIES AND EXCHANGE COMMISSION v. 
CARLSBERG RESOURCES CORPORATION 

(United States District Court for the District of 
Columbia Civil Action No. 77-2205) 


The Commission today announced that on December 
29, 1977 the Commission commenced an action by the 
filing of a complaint which named Carlsberg 
Resources Corp. (‘‘CRC’’), as a defendant and 
simultaneously disposed of the action through the 
entry of a consent judgment by the United States 
District Court for the District of Columbia permanently 
enjoining CRC, Carlsberg Financial Corp. (‘‘CFC’’), of 
which CRC is a wholly owned subsidiary and 
Carlsberg Securities Corp. (‘‘CSC’’) an affiliate of 
CFC and CRC from violating the anti-fraud and 
periodic reporting provisions of the Securities Act of 
1933 (‘‘Securities Act’’) and the Securities Exchange 

ct of 1934 (‘‘Exchange Act’’) in connection with 

ecurities of limited partnerships investing in real 
estate, the securities of limited partnerships or joint 


ventures where the solicitation of the investment is 
based on the offering of tax deductions to investors, or 
securities involving participations in certain land 
investment programs. The consent judgment also 
enjoined CRC, CFC and CSC from violating the 
registration provisions of the Securities Act in connec- 
tion with the offer or sale of securities involving 
participations in certain land investment programs. 


The consent of CRC, CFC and CSC to the entry of the 
judgment involved no admission or denial of any of the 
allegations of the Commission’s complaint. 


The Commission’s complaint alleged that in connec- 
tion with the offer and sale of interests in so called 
“‘blind pool’’ limited partnerships, which invested in 
mobile home parks, CRC made untrue statements and 
omitted to state material facts concerning among other 
things the limited partnerships acquisition policies and 
procedures including CRC’s practices of acquiring 
properties subject to major contingencies which could 
have resulted in the sellers being required to repur- 
chase the properties and the risk associated with such 
methods of acquisition, the acquisition of and risks 
involved in acquiring undeveloped land, the fact that 
cash distributions made to the partners did not reflect 
a positive cash flow generated by the properties owned 
by the partnership, and the fact that a limited amount 
of lease revenues reported by the partnerships were 
the result of continued sales by the lessee to other 
CRC affiliated partnerships rather than successful 
operations of the leased properties. 


In addition, in connection with the offer and sale of 
certain land investments by CRC and CFC and various 
subsidiaries and affiliates, the Commission alleged a 
failure to disclose adequately that the seller of real 
property was the defendant, its parent, or an affiliated 
person and the failure to disclose the amount of profit 
made on the transactions by the seller. In connection 
with the offer and sale of the securities involved in the 
land investment program, it was also alleged that such 
activities violated the registration provisions of the 
Securities Act. 
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